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Calendar No.

107t CONGRESS
L2 HLR. 3090

IN THE SENATE OF THE UNITED STATES

OCTOBER 24, 2001
Received; read twice and referred to the Committee on Finance
NOVEMBER (legislative day, ), 2001
Reported by Mr. BAucus, with an amendment and an amendment to the title

[Strike out all after the enacting clause and insert the part printed in italic]

AN ACT

To provide tax incentives for economic recovery.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1= SHORT TITEE; ETC:
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2
of ant amendient to; or repeal of; a seetton or other provi-
stot; the referenee shall be constdered to be tade to a
seetton or other provision of the Internal Revenune Gode
of 1986

september 10; 20015 and before September H5 2004
seer 102 Femporary therease i expensthe uhder seetion 149
Sees H03: Repeal of alternative mintmtm tax on eorporations:
éyee— -1-9-1— Eﬂ%ﬁmﬁﬁﬂ&@ﬁ&%mgl@ﬂﬁ&ﬂ@%&%@ra%

THEE H—EDbPbEA PROVESIONS

ea-pﬁa-}gmﬁ%f&ées—

Sees 203 Femporary merease i deduetion for eapital losses of taxpavers other
that eorporations:

sees 204 Femporary expanston of penalty-free retirement plan distributions for
health insuranee premiams of unemploved mdividuals:

See: 32F One-yenr extension of avaitability of medieat savines neeotrts:
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TITEE I BUSINESS PROVISIONS

SEC. 101. SPECIAL DEPRECIATION ALLOWANCE FOR CER-
TAIN PROPERTY ACQUIRED AFTER SEP-
TEMBER 10; 2001; AND BEFORE SEPTEMBER
11, 2004.

10 AcoERED AFPFER SEPFEMBER 10; 2004 aNp BeErore

11 SepreMBER Hs 2004—

12 “H APPHIONAEL ARROWANCE—ThR the ease of

13 any qratified property—

14 L the deprecition deduetion provided

15 by seetion 1676 tor the taxable vear in whieh

16 steh properts s phieed te serstee shalt tednde

17 an allowance equal to 30 pereent of the ad-

18 qusted hasis ol the gueditied property, and
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property shall be redueed by the amount of

less or whieh 8 water withy property; or

16; 200+
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Hs 266 or

ptiesttant to a wrtten bindine contract

S(B} BXCEPRIONS,

“h without regard to paragraph

tion to have system apphy) and
SO after apphestion of seetion
28014h) (relating to hsted property
“G EReron ovr—H & taxpayer
respeet to any elass of property for any
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ERPr—In the ease of a taxpayer manutace-
wents of elause (i) of subparagraph 9
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poses  of  sabparagraph My o
property—
soh; and

“H ArodoBHAs—T the case of o
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18 e Errrerre DariE—The amendments made by
21 date:
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SEG: 102: TEMPORARY INCREASE IN EXPENSING UNBDER

SECTION 179.

“Hf the taxable year The applicable
D00 oo, $24-600
2002 68 2003 oo $35-000
2004 o therertber $25-0002=

Peeember 315 2004

SEC. 103. REPEAL OF ALTERNATIVE MINIMUM TAX ON COR-
PORATIONS.

“SEC. 55. ALTERNATIVE MINIMUM TAX FOR TAXPAYERS
OTHER THAN CORPORATIONS:

oy By GENERAE—In the ease of a taxpayer other
than & eorporation; there is hereby imposed Gn addition
to any other tax tmposed by this subtitle) a tax equal to
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Featr:

uEp) %{ RRIED EYDRYPHEAE FHENG SEP

RATE RETHRN-—TIn the ease of a married mdi-
vidtad fthne a separate returt; ehause (4 shal
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be apphed by substitutine ‘$87.500° for

of the preceding sentenee; marital status shall

B Parasraph (3} of seetion 55(b) is amended
“paragraph o=

BHA Paracraph (B of seetion 55t s

{4 by strikine “In the ease of a taxpayer

=Phe ™
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B} Parnoraph {1 of seetion 56(n) is amended
ter  Parseraph (6} of seetion S6{e) 18
atended—
G by strikine “or (5% or subseetion
speetively of sabseetion (e
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27 In the ease of a taxpayer other than & eorpora-



O:\MAT\MAT01.930

© 00O N O 0o B~ W N PP

N N DN DN NDDN P PP PPk PR PP
aa A~ WO N P O ©W 00 N O 0o b W N B~ O

S.L.C.

15
27 and 29 In the ease of a taxpayer other than &
A CorPoRATIONS—In the ease of a
MoNs—In the ease of a taxpayer other than &
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16
2 paragraph—
7 of this part; and
10 by the stm of the eredits alowable ander
11 subparts A and B of this part?
13 ed to read as folows:
15 eraph (1 to sueh eredit—
16 B the appheable hmitation
17 whder paragraph (b fas modifted by
18 stbelattse (H) 1 the ease of a tax
19 paver other than o corporation) shalt
20 be reduced by the eredit allowed
21 whder stabseetion o) for the taxable
22 vert fother that the  etpoyertent
23 zore emplovment eredit); and
24 ) i the ease of a taxpayer

25 othet thett o eorporation: 5 pereent
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repealed:

B) The table of parts for sabehapter A of
to part VI

(0} Parasraph {2) of seetion 26(b) is amended

D) Subsection {e} of seetion 30X is amended

2} Subseetion {n) of seetion 164 s amended
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Y Subsection {(a) of seetion 275 is amended

by striking “Pearagraph (1 shall not apply to the
(6 Paraeraph (1) of section 882(a) is amended
) Paracraph (3) of seetion 936{a) is amend-
) Subsection {a) of seetion 1561 is amended

by adding “and” at the end of paragraph () by
steikine = and? at the end of preasraph £33 andd e
th Subparagraph () of seetion 6425teH1) s
atetided by addite “phis” at the end of ehe £
by striking “phas” at the end of elanse (i) and in-
8} Seetion 3820 {relutine to hmitation on
19 Paraeraph (2) of seetion $1bte} {relating

to distributions to shareholders from pre-1984 pol-
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(22} Parngraph (5 of seetion $826) (rehrting
up5



O:\MAT\MAT01.930

© 00O N O 0o B~ W N PP

N N DN DN DD DN P PP PP PP PP
aa A WO N P O ©W 00 N O O b W N B O

S.L.C.
20
25} Subparagraph () of seetion 6425teHh
A the tax imposed by seetion M or
120Ha); or subehapter L of chapter 15 whieh-
260 Paragraph (2) of seetion 6655(¢) 18
atended—
() by striking elause (Hh of subparagraph
B
B} Subparagraph () of seetion 6655HH
H0Ha); or subehapter b of chapter 5
everll
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5 BPecetber 31 2006-
7 H I oeEERAE—Tn  the ease of =&
8 Corpertiot—
9 &) seetton 53fe) of the Internal Revenne
10 Code of Fob skl ot apple to sieh corpora-
12 ber 31 2000; and
13 5+ for prrposes of steh Code fother Hioh
14 seettont 95 of sueh Code); the eredit allowed by
16 vert shel be treated as # # seere alowed by
17 stbpart € of part IV of sabehapter & of ehap-
18 ter 1 of sueh Code {relatine to refundable ered-
19 s
20 2 SPECHAE RUEES REFATRENG 1O

21 CARRYBACKS—In the ease of a earryback of a eor-
23 ber 3 2006; to o taxable vemr beohtte before
24 January 5 2004—
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2 Code shall not be mereased or deereased by rea-
3 son of sueh a earrvhaeks

5 ereased or deereased by reason of sueh a
7 ottt of ahy eredit other than the eredit o
8 lowed by seetion 38; and

9 {5 the amonnt of sueh a earrvback whieh
10 15 taken o aceount e determinine tentative
12 be the amonnt of steh earrvbaek which 18 taken
14 SEC. 104. CARRYBACK OF CERTAIN NET OPERATING
15 LOSSES ALLOWED FOR 5 YEARS.

16 i By GENERE—Paraeraph (1 of seetton 12}
19 “H I the ease of a taxpaver whieh has
21 after September 1 2008 and before Sep-
22 tember Hs 2004 subparacraph (HD shall be
24 craph 9 shadl not apply=—=
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SEC: 105: RECOVERY PERIOD FOR DEPRECIATION OF CER-

N
w

TAIN EEASEHOED IMPROVEMENTS:

25 Ht of section Hoste ) frehtiie to do—vent propertet i
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1 amended by steiline “and” at the end of ehrase i)y by
3 s and™ and by oadding ot the end the bHowine new
4 ehitses
6 et property
8 tRPyY—tbseetion fe) of section 168 s amended by add-

10 h QEAHEHHD HREASEHOED  BHPROYEHRE
11 PROPERTY-—

12 “ B overabE—The term Ceadifted
13 Fersehold Hprovetett properts tets oy Hie
14 provement to an intertor portion of a buildine
16 “h steh Bprovement s made ander
17 or prrsuant to a lease {as defined 1 sub-
18 seetton HHFH—

19 “H by the lessee {or any subles-
20 see) of steh portion; or

21 “H) by the lessor of sueh por-
22 Fiertts

23 “Gi) such portion 13 to be oceupied ex

25 stieht portions s
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wtable to—
fiting & eommon area; and

nto & lease shall be treated as a lease; and
ered a lease: For parposes of the preceding

meatis—
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and
“H persons havine o relation
or more’ shall be substituted for the
person:
of—
S denths
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“HB a teansaction to which see-
tort 38Ha) apphes; or
“HHH a trere ehatroe e the fort

© 00 N O 0o B~ W N P
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16 seetion HostoH 3t s anended by additre ot the end Hhe
17 fellowine new tem:
SUIBHERE e 15
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TITLE II—INDIVIDUAL
PROVISIONS

SEG: 201 ACCEEERATION OF 25 PERCENT INDIVIDUAL IN-

COME TAX RATE:

“2509% and
(1) Subparagraph (4 of seetion 556D s
able years begining i 2004 $523:200 in the ease of
2} Subparagraph (B) of seetion 55K 18
able years heginning i 2001 37350 in the case of
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1 taxable years beginnine m 2002 or 2003; and
3 ¢ i’
4 e Errrerrt Dari—The amendments made by
6 Decentber 315 2004
8 muade by this seetion shall be treated as a chanee 1 2
10 enne Code of 1986 -

11 SEC. 202. REPEAL OF 5-YEAR HOLDING PERIOD REQUIRE-

12 MENT FOR REDUCED INDIVIDUAL CAPITAL
13 GAINS RATES.

14 £ By G Rat—

15 11 Seetions BB and Soihie e

16 ereh aietded by stetkite =10 pereent— ahd tsert
17 P TR pereent
19 strtkeie 20 pereent ™ wnd tsertine TR pereent

20 ) Seettonr HHBHHE)-
21 By Seetton HHIHIHE
22 {6} Seetton H45teH -
23 D+ Fhe  seeond sentetee of  seetoh

24 TSN
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1 H5 The seeond sentenee of seetion
3 1936-

6 paver Relief Aet of 1997 is repented:

7 2} Seetion Hhy is amended—

8 ) by strikine paragraphs () and (9%
9 B) by redestonating paragraphs 5)
11 speetivelys and

14 respeetivels

15 (3} Paraseaph {3} of seetion 556b) is amended
16 by strikine “In the ense of taxable vents besinnine
17 after December 31 2000 mdes similar to the rafes
18 of seetion HRHZ) shall apply for purposes of sub-
19 paragraphs (B) and (637=

20 ) Parnoraph (€0 of seetion 576} is amended
22 pereent and inserting “28 pereent

24 Wien INeLEPE OcroBER 12, 200-—For purposes of

25 apphrtie seetion Hb of the hrerid Reverte Code of
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1 1986 i1 the ease of a taxable vear which eludes Oetober

2 12 2004—

(1) The amount of tax determined wnder sub-
paraeraph (B} of seetion HEMHD) of such Code shall
be the st of—

(A 8 pereent of the lesser of—

3

© 00 N O 01 b
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Gt the amount on which & tax s de-
H the sotht of swhieh o foix 15 de-
HH the ottt ofr sehiteh o fix 15 de-

shal be the sum of—

paraeraph (Aot of paragraph (1 eof
a tax 13 deterptned under subparaeraph
) of paragraph (1) of this subseetion; or

HH the ottt of sehieh o fix 15 de-
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H the atottt of swhieh o i 15 de-
Gt the amount on which & tax s de-
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SEC. 203. TEMPORARY INCREASE IN DEDUCTION FOR CAP-
ITAL LOSSES OF TAXPAYERS OTHER THAN
CORPORATIONS.
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1 SEC. 204. TEMPORARY EXPANSION OF PENALTY-FREE RE-
2 TIREMENT PLAN DISTRIBUTIONS FOR
3 HEALTH INSURANCE PREMIUMS OF UNEM-
4 PLOYED INDIVIDUALS.

6 F2ZHHY s wtended by addine ot the end the folowine
7 new elatses

11 AND BEEORE Ry R 20—t the
12 ease of o tidividted swho peeetves thet
13 ployment compensation for 4 conseenttve
14 weeks after Septetber Hy 2000 and be-
15 fore Jatts 5 2005—

16 B eatse (5 shall apply to dis-
17 trihtttots  from ol aqredified  retire-
18 tett phis firs defired e seeton
19 494 e and

20 “HH steh 4 conseenttve weeks
21 shal be substituted for the 12 con-
22 seertive wweeks referred to i subelatse
23 H of edtse -

24 ) Errserprs PDare—The amendment made by

26 the enactient of this et
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TITLE HI—EXTENSIONS OF
CERTAIN EXPIRING PROVISIONS
Subtitle A—Tweo-Year Extensions
SEC. 301. ALLOWANCE OF NONREFUNDABLE PERSONAL
CREDITS AGAINST REGULAR AND MINIMUM
TAX LIABILITY.
f) By GENERAE—Paracraph (2) of seetion 266} is
aetded—

© 00 N O O b~ W N PP

=
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23 i aietded by strthite ottt of eredit aHowed by this

N N B R R R R R R R
B O © 0 N O O » W N

25 lowed by this subpart™



O:\MAT\MAT01.930 S.L.C.
38

4 Pecember 31 2001

7 ber 31 2000

8 SEC. 302. CREDIT FOR QUALIFIED ELECTRIC VEHICLES.

9 i B GravbRat—Section 39 s atetded—
10 9 i sehbseetton thH—
11 ) by striking “Peeember 31 20012 and
12 Hiserte “Pecerthber 34 200575 ahid
14 strthtre =2002°5 220037 and <2004 respees
16 22006 respeetivels ahd
18 20047 atd Hsertiie “Peeentber 515 2006
19 h) CONFORMENG AMENDMENTS—
20 1 Subparagraph (6 of seetion 2801 aH ) 8
21 wtetded by addine ot the end the folowte new
22 eertse
23 “Hr  APPHEATION OF SUBPARA-
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1997 and before Jannary 15 2004=
paver Rehef Aet of 1997 i3 amended by strikne
“and before Jannary 15 2005

SEG: 303: CREDIT FOR EEECTRICITY PRODUCED FROM RE-

NEWABLE RESOURCES.

£2003
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SEC. 306. DEDUCTION FOR CLEAN-FUEL VEHICLES AND
CERTAIN REFUELING PROPERTY.
B G —eetton FrHA b sretded—

© 00O N O 0o B~ W DN
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18 20047 aned dserting S Peeerber 51 20067
20 subsmection fad shall take effeet on the date of the enaet-

21 ment of this Aet:
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SEG: 307 TAXABEE INCOME EIMIT ON PERCENTAGE DEPLE-

TION FOR OIL AND NATURAL GAS PRODUCED
FROM MARGINAL PROPERTIES.
2004~
139HH e} 15 amended by strikine <2000, and 20042 and
“atrarey 1 2004
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SEG: 310. PARITY IN THE APPEICATION OF CERTAIN LIMITS

TO MENTAL HEALTH BENEFITS.
o By GENERAE—Subseetion () of seetton 98312 s

December 315 2001

SEC. 311. DELAY IN EFFECTIVE DATE OF REQUIREMENT
FOR APPROVED DIESEL OR KEROSENE TER-
MINALS.

Parneraph {2} of seetion 10328 of the Paxpaver Re-
Subtitle B—One-Year Extensions
SEC. 321. ONE-YEAR EXTENSION OF AVAILABILITY OF MED-

ICAL SAVINGS ACCOUNTS.
) By GENERAE—Paraoraphs (2) and (3HB) of see-
“2003
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t2) Subparagraph 9 of seehton 2204H4) s

of this Aet
Subtitle C—Permanent Extensions

o By 6ERAE—
2002 and
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1 aty Hfe Hstratee or anttty contract shall
2 be efaal to the ereater of—

3 “H the net surrender wadue of
S BOHeHIHAD; or

7 tnder paragraph (5

10 foretot statetnent reserve for the contraet
13 & rrline request sabmitted by the taxpayer;
14 the Seeretary determines that the factors
15 taken into aeceount in determinine the for-
16 eten statement reserve provide an appro-
18 ter Errperve Dare—The amendments made by

20 Deeember 31 2001
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SEG: 3413 EXCEUBDED CANCELLEATION OF INBEBTEDNESS
INCOME OF S CORPORATION NOT TO RESULT
IN ADJUSTMENT TO BASIS OF STOCK OF
SHAREHOLEDERS:

SEC. 342. LIMITATION ON USE OF NONACCRUAL EXPERI-
ENCE METHOD OF ACCOUNTING.:
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v
to 1 paragraph {2H; or
stelr persot 7% taxpayer ey adopt; or reeuest
ecotsent of Hhe Sectetats to ehttee tor o eote

; R X y)
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HE e
of 1986 shall be taken nto aceount over a pe-



0:\MAT\MAT01.930 S.L.C.
48

1 TITLE IV—SUPPLEMENTAL
2  REBATE; OTHER PROVISIONS
3 SEC. 401. SUPPLEMENTAL REBATE.
6 2001 iz amended by adding at the end the followine new
7 sthsectiors
8 LY SEPPHEMENTAL REBATE—
12 16; 2004 filed a retarn of tax imposed by subtitle
13 & for sted taxable venr skt be trented s avhie
14 atde & paytent agathst the tax tmposed by ehapter
15 1 for sueh first taxable year i an amount equal to
16 the stppletientd refind atonnt for steh teable
17 Fear:
20 atnotht 18 ah amotnt equad to the exeess (f anyy
21 of—
23 whott seetton He apphes;
25 whott seetton Hbd apphess ahd
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49
whom stbseetions {e) or &) of seetion 1 ap-
sibles
seetior
(5 Subparagraph (A) of seetion 6428(H is
2y Subparagraph By of seetton 6423t s
“subseetion {e) or -
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4 SEC. 402. SPECIAL REED ACT TRANSFER IN FISCAL YEAR

19

2002

HO5) are repended:

20 Section 903 of the Secint Seeurity Aet is amended by add-
21 ine at the end the followine:

22 “Speehd Framster 1 Fisead Yoot 2002
23 b Fhe Seeretary of the Treastry shall treansfer
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1 b Aot teresterred beoa Shtte secottt dder
S paragraph {3} and any reeipients thereot); sabjeet to the
10 L5 Fransters ander this subseetion—

11 “A) shall be made on such date as the See-
13 of the Freastry) shall determine; but 1 no event
14 later than 10 days after the date of enactment of

15 tHhis sthseetots

17 of this subsection; be made only to the extent that
18 thes do not to exeeed—

19 “) the balanee 1 the Federal nnemploy-
20 ment aceount as of the date determined under
21 stbparagraph () or

22 “1) the total amount that was transferred
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24 aeconnt at the beeinnine of fiseal year 2002

25 whichever 1s less?
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{2) Seetionr 303{aH5) of the Soetal Seenrity Aet is
amended i the seeond proviso by msertine “or 9034
after “H03teq 2=
TITLE V—HEALTH CARE ASSIST-

ANCE FOR THE BNEMEPLOYED

SEC. 501. HEALTH CARE ASSISTANCE FOR THE UNEM-
PLOYED.
Pitle XX of the Socint Seenrity Aet (42 H-S-0- 1397
13974} is amended by addine at the end the followine:

“SEC: 2008: GRANTS FOR HEALTH CARE ASSISTANCE FOR

THE BENEMPLOYED:
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16 ) the Indian Health Care Hnprove-
17 frent Aets

18 By SPReAE REE—steh term does not
19 inclade eovernse nnder a qualified lone-term

:
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SECTION 1. SHORT TITLE; ETC.
22 (a) SHORT TrrLE—This Act may be cited as the

23 “Economic Recovery and Assistance for American Workers

24 Act of 2001,
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(b) REFERENCES TO INTERNAL REVENUE (CODE OF
1986.—Except as otherwise expressly provided, whenever in
this Act an amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or other provision,
the reference shall be considered to be made to a section or
other provision of the Internal Revenue Code of 1986.

(¢) TABLE OF CONTENTS.—
Sec. 1. Short title; ete.
TITLE I—SUPPLEMENTAL REBATE FOR INDIVIDUAL TAXPAYERS
Sec. 101. Supplemental rebate.
TITLE II—TEMPORARY BUSINESS RELIEF PROVISIONS

Sec. 201. Special depreciation allowance for certain property.
Sec. 202. Increase in section 179 expensing.
Sec. 203. Carryback of certain net operating losses allowed for 5 years.

TITLE III—TAX INCENTIVES AND RELIEF FOR VICTIMS OF
TERRORISM, DISASTERS, AND DISTRESSED CONDITIONS

Subtitle A—Tax Incentives for New York City and Distressed Areas

Sec. 301. Expansion of work opportunity tax credit targeted categories to include
certain employees in New York City.

Sec. 302. Tax-exempt private activity bonds for rebuilding portion of New York
City damaged in the September 11, 2001, terrorist attack.

Sec. 303. Gain or loss from property damaged or destroyed in New York Recovery
Zone.

Sec. 304. Reenactment of exceptions for qualified-mortgage-bond-financed loans to
victims of Presidentially declared disasters.

Sec. 305. One-year expansion of authority for Indian tribes to issue tax-exempt
private activity bonds.

Subtitle B—Victims of Terrorism Tax Relief
Sec. 310. Short title.

PART [—RELIEF PROVISIONS FOR VICTIMS OF APRIL 19, 1995, AND
SEPTEMBER 11, 2001, TERRORIST ATTACKS

Sec. 311. Income and employment taxes of victims of terrorist attacks.

Sec. 312. Estate tax reduction.

Sec. 313. Payments by charitable organizations treated as exempt payments.
Sec. 314. Exclusion of certain cancellations of indebtedness.
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PART II—GENERAL RELIEF FOR VICTIMS OF DISASTERS AND TERRORISTIC OR
MILITARY ACTIONS

Lo
o
~

. Exclusion for disaster relief payments.

. Authority to postpone certain deadlines and required actions.

. Internal Revenue Service disaster response team.

. Application of certain provisions to terrovistic or military actions.

5. Clarification of due date for airline excise tax deposits.

6. Coordination with Air Transportation Safety and System Stabilization
Act.

Sec. .
Sec. .
Sec. .
Sec. .
Sec. .
Sec. .
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PART III—DISCLOSURE OF TAX INFORMATION IN TERRORISM AND NATIONAL
SECURITY INVESTIGATIONS

Sec. 331. Disclosure of tax information in terrorism and national security inves-
tigations.

TITLE IV—EXTENSIONS OF CERTAIN EXPIRING TAX PROVISIONS

Sec. 401. Allowance of nonrefundable personal credits against regular and min-
vmum tax liability.

Sec. 402. Work opportunity credit.

Sec. 403. Welfare-to-work credit.

Sec. 404. Credit for electricity produced from renewable resources.

Sec. 405. Taxable income limit on percentage depletion for oil and natural gas
produced from marginal properties.

Sec. 406. Qualified zone academy bonds.

Sec. 407. Subpart F exemption for active financing.

Sec. 408. Cover over of tax on distilled spirits.

Sec. 409. Delay in effective date of requirement for approved diesel or kerosene
termanals.

Sec. 410. Deduction for clean-fuel vehicles and certain refueling property.

Sec. 411. Credit for qualified electric vehicles.

Sec. 412. Parity in the application of certain limits to mental health benefits.

Sec. 413. Combined employment tax reporting.

TITLE V—EXTENSION OF CERTAIN TRADE PROVISIONS EXPIRING
IN 2001.

Sec. 501. Generalized System of Preferences.
Sec. 502. Andean Trade Preference Act.
Sec. 503. Reauthorization of trade adjustment assistance.

TITLE VI—HEALTH INSURANCE COVERAGE OPTIONS FOR
RECENTLY UNEMPLOYED INDIVIDUALS AND THEIR FAMILIES

Sec. 601. Premium assistance for COBRA continuation coverage for individuals
and thewr famalies.

Sec. 602. State option to provide temporary medicaid coverage for certain unin-
sured individuals.

Sec. 603. State option to provide temporary coverage under medicaid for the un-
subsidized portion of COBRA continuation premiums.

Sec. 604. Temporary increases of medicaid FMAP for fiscal year 2002.

Sec. 605. Definitions.

TITLE VII—TEMPORARY ENHANCED UNEMPLOYMENT BENEFITS

Sec. 701. Short title.
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702. Federal-State agreements.

703. Temporary supplemental unemployment compensation account.
704. Payments to States having agreements under this title.

705. Financing provisions.

706. Fraud and overpayments.

707. Definitions.

708. Applicability.

TITLE VIII—EMERGENCY AGRICULTURE ASSISTANCE

Subtitle A—Crop Loss Assistance

801. Crop loss assistance.

802.
803.

811.
812.
8153.
814.
815.
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901.
902.
903.
904.
905.

906.
907.
908.

LE I—SUPPLEMENTAL RE-

Livestock assistance program.
Commodity purchases.

Subtitle B—Rural Development

Rural community facilities and utilities.
Rural telecommunications loans.
Telemedicine and distance learning services.
Environmental quality incentives program.
Farmland protection program.

Subtitle C—Administration

. Commodity Credit Corporation.
. Administrative expenses.

3. Regulations.

TITLE IX—ADDITIONAL PROVISIONS

Credit to holders of qualified Amtrak bonds.

Broadband Internet access tax credit.

Citrus tree canker relief.

Allowance of electronic 1099s.

Clarification of excise tax exemptions for agricultural aerial applica-
tors.

Recovery period for certain wireless telecommunications equipment.

No vmpact on social security trust funds.

Emergency designation.

BATE FOR INDIVIDUAL TAX-
PAYERS

SEC. 101. SUPPLEMENTAL REBATE.

(a) IN GENERAL.—Section 6428 (relating to accelera-

tion of 10 percent income tax rate bracket benefit for 2001)
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1 is amended by adding at the end the following new sub-

2 section:

3 “(f) SUPPLEMENTAL REBATE.—

4 “(1) IN GENERAL—FEach individual who was an
5 eligible individual for such individual’s first taxable
6 year beginning in 2000 and who, before October 16,
7 2001—

8 “(A) filed a return of tax imposed by sub-
9 title A for such taxable year, or
10 “(B) filed a return of income tax with the
11 government of American Samoa, Guam, the
12 Commonwealth of the Northern Mariana Islands,
13 the Commonwealth of Puerto Rico, or the Virgin
14 Islands of the Unated States,
15 shall be treated as having made a payment against
16 the tax vmposed by chapter 1 for such first taxable
17 year m an amount equal to the supplemental refund
18 amount for such taxable year.
19 “(2) SUPPLEMENTAL REFUND AMOUNT.—For
20 purposes of this subsection, the supplemental refund
21 amount s an amount equal to the excess (if any) of—
22 “(A)(1) $600 wn the case of taxpayers to
23 whom section 1(a) applies,
24 “(11) $500 in the case of taxpayers to whom

25 section 1(b) applies, and
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“(1r) $300 in the case of taxpayers to

whom subsections (c) or (d) of section 1 applies,
over

“(B) the amount of any advance refund
amount paid to the taxpayer under subsection

(e).

“(3) TIMING OF PAYMENTS.—In the case of any
overpayment attributable to this subsection, the Sec-
retary shall, subject to the provisions of this title, re-
Jund or credit such overpayment as rapidly as pos-
sible.

“(4) NO INTEREST.—No interest shall be allowed
on any overpayment attributable to this subsection.

“(5) SPECIAL RULE FOR CERTAIN NON-
RESIDENTS.—The  determination under subsection
(c)(2) as to whether an individual who filed a return
of tax described in paragraph (1)(B) is a nonresident
alien indwidual shall, under rules prescribed by the
Secretary, be made by reference to the possession or
Commonwealth with which the return was filed and
not the United States.”.

(b) TECHNICAL CORRECTION.—
(1) IN GENERAL.—Subsection (b) of section 6428

18 amended to read as follows:
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“(b) CREDIT TREATED AS NONREFUNDABLE PER-
SONAL CREDIT.—For purposes of this title, the credit al-
lowed under this section shall be treated as a credit allow-

able under subpart A of part IV of subchapter A of chapter

1.7
(2) CONFORMING AMENDMENTS.—
(A4) Subsection (d) of section 6428 1is
amended to read as follows:
“(d) COORDINATION WITH ADVANCE REFUNDS OF
CREDIT—

“(1) IN GENERAL.—The amount of credit which
would (but for this paragraph) be allowable under
this section shall be reduced (but not below zero) by
the aggregate refunds and credits made or allowed to
the taxpayer under subsection (e). Any failure to so
reduce the credit shall be treated as arising out of a
mathematical or clerical error and assessed according
to section 6213(b)(1).

“(2) JOINT RETURNS.—In the case of a refund or
credit made or allowed under subsection (e) with re-
spect to a joint return, half of such refund or credit
shall be treated as having been made or allowed to
each individual filing such return.”.

(B) Paragraph (2) of section 6428(e) 1is

amended to read as follows:
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“(2) ADVANCE REFUND AMOUNT.—For purposes
of paragraph (1), the advance refund amount is the
amount that would have been allowed as a credit
under this section for such first taxable year if—

“(A) this section (other than subsections (b)
and (d) and this subsection) had applied to such
taxable year, and

“(B) the credit for such taxable year were
not allowed to exceed the excess (if any) of—

“(1) the sum of the reqular tax liability

(as defined in section 26(b)) plus the tax

vmposed by section 55, over

“(11) the sum of the credits allowable

under part IV of subchapter A of chapter 1

(other than the credits allowable under sub-

part O thereof, relating to refundable cred-

its).”.
(¢c) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 6428(d), as amend:-
ed by subsection (b), is amended by striking “sub-
section (e)” and inserting “subsections (e) and (f)”.

(2) Paragraph (2) of section 6428(d), as amend-
ed by subsection (b), is amended by striking “‘sub-

section (e)” and inserting “subsection (e) or (f)”.
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(3) Paragraph (3) of section 6428(e) 1s amended
by striking “December 31, 20017 and inserting ‘‘the
date of the enactment of the Economic Recovery and
Assistance for American Workers Act of 20017,

(d) REPORTING REQUIREMENT.—For purposes of de-
termining the individuals who are eligible for the supple-
mental rebate under section 6428(f) of the Internal Revenue
Code of 1986, the governments of American Samoa, Guam,
the Commonwealth of the Northern Mariana Islands, the
Commonwealth of Puerto Rico, and the Virgin Islands of
the United States shall provide, at such time and in such
manner as provided by the Secretary of the Treasury, the
names, addresses, and taxpayer identifying numbers (with-
m the meaning of section 6109 of the Internal Revenue Code
of 1986) of residents who filed returns of income tax with
such governments for 2000.

(e) EFFECTIVE DATES.—

(1) IN GENERAL—Except as provided in para-
graph (2), the amendments made by this section shall
take effect on the date of the enactment of this Act

(2) TrEcHNICALS.—The amendments made by
subsection (b) shall take effect as if included in the
amendment made by section 101(b)(1) of the Fco-
nomic Growth and Tax Relief Reconciliation Act of

2001.
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TITLE II-TEMPORARY BUSINESS
RELIEF PROVISIONS

SEC. 201. SPECIAL DEPRECIATION ALLOWANCE FOR CER-

TAIN PROPERTY.

1

2

3

4

5 (a) IN GENERAL.—Section 168 (relating to accelerated
6 cost recovery system) is amended by adding at the end the
7 following new subsection:

8 “(k) SPECIAL ALLOWANCE FOR CERTAIN PROPERTY
9 AcQUIRED AFTER SEPTEMBER 10, 2001, AND BEFORE

10 SEPTEMBER 11, 2002.—

11 “(1) ADDITIONAL ALLOWANCE.—In the case of
12 any qualified property—

13 “(A) the depreciation deduction provided by
14 section 167(a) for the taxable year in which such
15 property 1s placed in service shall include an al-
16 lowance equal to 10 percent of the adjusted basis
17 of the qualified property, and

18 “(B) the adjusted basis of the qualified
19 property shall be reduced by the amount of such
20 deduction before computing the amount otherwise
21 allowable as a depreciation deduction under this
22 chapter for such taxable year and any subsequent
23 taxable year.

24 “(2) QUALIFIED PROPERTY.~—For purposes of

25 this subsection—
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1 “(A) IN GENERAL—The term ‘qualified
2 property’ means property—
3 “()(I) to which this section applies
4 which has an applicable recovery period of
5 20 years or less or which is water utility
6 property,
7 “(II) which 1is computer software (as
8 defined in section 167(f)(1)(B)) for which a
9 deduction 1s allowable under section 167(a)
10 without regard to this subsection,
11 “(I11) which s qualified leasehold im-
12 provement property, or
13 “(IV) which s eligible for depreciation
14 under section 167(g),
15 “(11) the original use of which com-
16 mences with the taxpayer after September
17 10, 2001,
18 “(1r) which 15—
19 “(I) acquired by the taxpayer
20 after September 10, 2001, and before
21 September 11, 2002, but only if no
22 written binding contract for the acqui-
23 sitton was in effect before September
24 11, 2001, or
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“(II) acquired by the taxpayer
pursuant to a written binding contract
which was entered into after September

10, 2001, and before September 11,

2002, and

“(iw) which s placed in service by the
taxpayer before January 1, 2003.

“(B) EXCEPTIONS.—

“(t)  ALTERNATIVE  DEPRECIATION
PROPERTY.—The term ‘qualified property’
shall not include any property to which the
alternative depreciation system under sub-
section (g) applies, determined—

“(1) without regard to paragraph

(7) of subsection (g) (relating to elec-

tion to have system apply), and

“(11) after application of section
280F(b) (relating to listed property
with limited business use).

“(11) ELECTION oUT.—If a taxpayer
makes an election under this clause with re-
spect to any class of property for any tax-
able year, this subsection shall not apply to
all property in such class placed in service

during such taxable year.
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“(C) SPECIAL RULES.—
“(1) SELF-CONSTRUCTED PROPERTY.—
In the case of a taxpayer manufacturing,
constructing, or producing property for the
taxpayer’s own use, the requirements of
clause (111) of subparagraph (A) shall be
treated as met if the taxpayer begins manu-
Jacturing, constructing, or producing the
property after September 10, 2001, and be-
fore September 11, 2002.
“(11)  SALE-LEASEBACKS.—For — pur-
poses of subparagraph (A)(iv), if property—
“(1) 1is ormginally placed in service
after September 10, 2001, by a person,
and
“(I1) sold and leased back by such
person within 3 months after the date
such property was originally placed in
service,
such property shall be treated as originally
placed n service not earlier than the date
on which such property is used under the
leaseback referred to in subclause (11).

“(D) COORDINATION WITH SECTION 280F.—

For purposes of section 280F—



O:\MAT\MAT01.930

© 00 N O 0o B~ W N P

N NN NN R P R R R R RR R e
5E W N B O © 0 N O U0 A W N R O

S.L.C.
70

“(1) AuTOMOBILES.—In the case of a
passenger automobile (as defined in section
280F(d)(5)) which s qualified property, the
Secretary shall increase the lLimatation
under section 280K (a)(1)(A)(1) by $1,600.

“(in) LISTED PROPERTY~—The deduc-
tion allowable under paragraph (1) shall be
taken into account in computing any recap-
ture amount under section 280F(D)(2).

“(3)  QUALIFIED LEASEHOLD IMPROVEMENT
PROPERTY.—For purposes of this subsection—

“(A) IN GENERAL—The term ‘qualified
leasehold vmprovement property’ means any 1m-
provement to an interior portion of a building
whach 1s nonresidential real property 1f—

“(1) such ivmprovement s made under
or pursuant to a lease (as defined in sub-
section (h)(7))—

“(I) by the lessee (or any subles-
see) of such portion, or
“(II) by the lessor of such portion,

“(11) such portion is to be occupied ex-

clusively by the lessee (or any sublessee) of

such portion, and
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“(111) such improvement 1is placed in
service more than 3 years after the date the
building was first placed in service.

“(B) CERTAIN IMPROVEMENTS NOT IN-
CLUDED.—Such term shall not include any im-
provement for which the expenditure is attrib-
utable to—

“(1) the enlargement of the building,

“(11) any elevator or escalator,

“(11) any structural component bene-
iting a common area, and
, 9 )

“(w) the internal structural framework
of the building.

“(C') DEFINITIONS AND SPECIAL RULES.—
For purposes of this paragraph—

purp paragrap

“(1) BINDING COMMITMENT TO LEASE
TREATED AS LEASE.—A binding commit-
ment to enter into a lease shall be treated
as a lease, and the parties to such commat-
ment shall be treated as lessor and lessee, re-
spectively.

“(11) RELATED PERSONS.—A lease be-
tween related persons shall not be considered
a lease. For purposes of the preceding sen-

tence, the term ‘related persons’ means—
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1 “(I) members of an affiliated
2 group (as defined in section 1504), and
3 “(II) persons having a relation-
4 ship described in subsection (b) of sec-
5 tion 267; except that, for purposes of
6 this clause, the phrase ‘80 percent or
7 more’  shall be substituted for the
8 phrase ‘more than 50 percent’ each
9 place it appears in such subsection.

10 “(D) IMPROVEMENTS MADE BY LESSOR.—In
11 the case of an improvement made by the person
12 who was the lessor of such improvement when
13 such improvement was placed in service, such
14 vmprovement shall be qualified leasehold 1m-
15 provement property (if at all) only so long as
16 such improvement is held by such person.”.

17 (b) ALLOWANCE AGAINST ALTERNATIVE MINIMUM
18 Tax—

19 (1) IN GENERAL.—Section 56(a)(1)(A) (relating
20 to depreciation adjustment for alternative minvmum
21 tax) 1s amended by adding at the end the following
22 new clause:

23 “(iit) ADDITIONAL ALLOWANCE FOR
24 CERTAIN PROPERTY ACQUIRED AFTER SEP-
25 TEMBER 10, 2001, AND BEFORE SEPTEMBER
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11, 2002.—The deduction wunder section

168(k) shall be allowed.”.

(2) CONFORMING AMENDMENT.—Clause (1) of
section 56(a)(1)(A) is amended by striking “‘clause
(11)”" both places it appears and inserting “clauses (i1)
and (1)

(¢c) EFFECTIVE DATE.—The amendments made by this
section shall apply to property placed in service after Sep-
tember 10, 2001, in taxable years ending after such date.
SEC. 202. INCREASE IN SECTION 179 EXPENSING.

(a) IN GENERAL—The table contained in section

179(b)(1) (relating to dollar limitation) is amended to read

as follows:
“If the taxable year The applicable
begins in: amount is:
ROO0T i $24,000
L0022 e $35,000
2003 01 Thereafter ...........ccccooeeeevieiieiiieiieeieee $25,000.”.

(b) TEMPORARY INCREASE IN AMOUNT OF PROPERTY
TRIGGERING PHASEOUT OF MAXIMUM BENEFIT.—Para-
graph (2) of section 179(b) is amended by inserting before
the period “($325,000 in the case of taxable years beginning
during 2002)”.

(¢) EFFECTIVE DATE.—The amendments made by this
section shall apply to taxable years beginning after Decem-

ber 31, 2000.
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SEC. 203. CARRYBACK OF CERTAIN NET OPERATING LOSSES

ALLOWED FOR 5 YEARS.

(a) IN GENERAL—Paragraph (1) of section 172(b)
(relating to years to which loss may be carried) is amended
by adding at the end the following new subparagraph:

“(H) In the case of a taxpayer which has
a net operating loss for any taxable year ending
m 2001, subparagraph (A)(v) shall be applied by
substituting 57 for 27 and subparagraph (F)
shall not apply.”.

(b) ELECTION TO DISREGARD 5-YEAR CARRYBACK.—
Section 172 (relating to net operating loss deduction) is
amended by redesignating subsection (j) as subsection (k)

and by nserting after subsection (i) the following new sub-

section:
“()) ELECTION TO DISREGARD 5-YEAR CARRYBACK
FOR CERTAIN NET OPERATING LOSSES.—Any taxpayer en-

titled to a 5-year carryback under subsection (b)(1)(H)

Sfrom any loss year may elect to have the carryback period

with respect to such loss year determined without regard
to subsection (b)(1)(H). Such election shall be made in such
manner as may be prescribed by the Secretary and shall

be made by the due date (including extensions of time) for

24 filing the taxpayer’s return for the taxable year of the net

25
26

operating loss. Such election, once made for any taxable

year, shall be irrevocable for such taxable year.”.
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1 (¢) TEMPORARY SUSPENSION OF 90 PERCENT LIMIT

2 ON CERTAIN NOL CARRYBACKS.—Subparagraph (A) of sec-

3 tion 56(d)(1) (relating to general rule defining alternative

4 tax net operating loss deduction) is amended to read as fol-

S lows:

6 “(A) the amount of such deduction shall not

7 exceed the sum of—

8 “(1) the lesser of—

9 “(I) the amount of such deduction
10 attributable to met operating losses
11 (other than the deduction attributable
12 to carrybacks described in  clause
13 (ii)(l)), or
14 “(II) 90 percent of alternative
15 minimum taxable income determined
16 without regard to such deduction, plus
17 “(11) the lesser of—

18 “(I) the amount of such deduction
19 attributable to carrybacks of net oper-
20 ating losses for taxable years ending in
21 2001, or

22 “(I1) alternative minimum tax-
23 able income determined without regard

24 to such deduction reduced by the
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amount determined under clause (1),
and”.

(d) EFFECTIVE DATE.—The amendments made by this
section shall apply to net operating losses for taxable years
ending i 2001.

TITLE III—TAX INCENTIVES AND
RELIEF FOR VICTIMS OF TER-
RORISM, DISASTERS, AND
DISTRESSED CONDITIONS

Subtitle A—Tax Incentives for New
York City and Distressed Areas

SEC. 301. EXPANSION OF WORK OPPORTUNITY TAX CREDIT

TARGETED CATEGORIES TO INCLUDE CER-
TAIN EMPLOYEES IN NEW YORK CITY.

(a) IN GENERAL.—For purposes of section 51 of the
Internal Revenue Code of 1986 (relating to work oppor-
tunity credit), a New York Recovery Zone business em-
ployee shall be treated as a member of a targeted group.

(b) NEW YORK RECOVERY ZONE BUSINESS KM-
PLOYEE.—Ior purposes of this section—

(1) IN GENERAL.—The term “New York Recovery

Zone business employee” means, with respect to the

period beginning after September 10, 2001, and end-

mg before January 1, 2003, any employee of a New

York Recovery Zone business if—
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(A) substantially all the services performed

during such period by such employee for such
business are performed in a trade or business of
such business located wn an area described in
paragraph (2), and

(B) with respect to any employee of such
business described in paragraph (2)(B), such em-
ployee is certified by the New York State Depart-
ment of Labor as not exceeding, when added to
all other employees previously certified with re-
spect to such period as New York Recovery Zone
business employees with respect to such business,
the number of employees of such business on Sep-
tember 11, 2001, in the New York Recovery
Zone.

(2) NEW YORK RECOVERY ZONE BUSINESS.—The

term “New York Recovery Zone business” means any

business establishment which 1s—

(A) located in the New York Recovery Zone,
or

(B) located in the City of New York, New
York, outside the New York Recovery Zone, as
the result of the destruction or damage of such
establishment by the September 11, 2001, ter-

rorist attack.
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(3) NEW YORK RECOVERY ZONE.—The term
“New York Recovery Zone” means the area located on
or south of Canal Street, East Broadway (east of its
intersection with Canal Street), or Grand Street (east
of its intersection with East Broadway) in the Bor-
ough of Manhattan in the City of New York, New
York.
( 4) SPECIAL RULES FOR DETERMINING AMOUNT
OF CREDIT.—For purposes of applying subpart E of
part IV of subchapter B of chapter 1 of the Internal
Revenue Code of 1986 to wages paid or incurred to
any New York Recovery Zone business employee—

(A) section 51(a) of such Code shall be ap-
plied by substituting “qualified wages”  for
“qualified first-year wages”,

(B) section 51(d)(12)(A)(x) of such Code
shall be applied to the certification of individ-
uals employed by a New York Recovery Zone
business before April 1, 2002, by substituting
“on or before May 1, 20027 for “on or before the
day on which such indiwvidual begins work for
the employer”,

(C) subsections (¢)(4) and (1)(2) of section

51 of such Code shall not apply, and
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(D) in determining qualified wages, the fol-

lowing shall apply in liew of section 51(b) of

such Code:

(i) QUALIFIED WAGES.—The term
“qualified wages” means the wages pard or
mcurred by the employer for work per-
SJormed during the period beginning on Sep-
tember 11, 2001, and ending on December
31, 2002, to individuals who are New York
Recovery Zone business employees of such
employer.

(11) ONLY FIRST $12,000 OF WAGES PER
TAXABLE YEAR TAKEN INTO ACCOUNT.—The
amount of the qualified wages which may be
taken into account with respect to any indi-
vidual shall not exceed $12,000 per taxable

year of the employer.

(¢) CREDIT ALLOWED AGAINST REGULAR AND MIN-

(1) IN GENERAL.—Subsection (¢) of section 38
(relating to lLimitation based on amount of tax) is
amended by redesignating paragraph (3) as para-
graph (4) and by inserting after paragraph (2) the

Jollowing new paragraph:
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“(3) SPECIAL RULES FOR NEW YORK RECOVERY
ZONE BUSINESS EMPLOYEE CREDIT.—
“(A) IN GENERAL.—In the case of the New
York Recovery Zone business employee credit—
“(1) this section and section 39 shall be
applied separately with respect to such
credit, and
“(11) an applying paragraph (1) to
such credit—
“(I) the tentative minimum tax
shall be treated as being zero, and
“(II) the Limitation under para-
graph (1) (as modified by subclause
(1)) shall be reduced by the credit al-
lowed under subsection (a) for the tax-
able year (other than the New York Re-
covery Zone business employee credit).
“(B) NEW YORK RECOVERY ZONE BUSINESS
EMPLOYEE CREDIT.—For purposes of this sub-
section, the term ‘New York Recovery Zone busi-
ness employee credit’ means the portion of work
opportunity credit under section 51 determined
under section 301 of the Economic Recovery and

Assistance for American Workers Act of 2001.”.
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(2) CONFORMING AMENDMENT.—Subclause (11)
of section 38(c)(2)(A)(11) is amended by inserting “or
the New York Recovery Zone business employee cred-
it” after “employment credit”.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to taxable years ending
after September 11, 2001.

(d) COORDINATION WITH EMERGENCY APPROPRIA-
TIONS.—Notwithstanding any other provision of law, any
amount otherwise available for disaster recovery activities
and assistance related to the September 11, 2001, terrorist
attack in the City of New York, New York, under the 2001

Emergency Supplemental Appropriations Act for Recovery

from and Response to Terrorist Attacks on the United

States (Public Law 107-38) shall be reduced by the aggre-

gate 10-year cost to the United States Treasury resulting

Sfrom the credits allowed under this section, as estimated for

purposes of determining whether this Act complies with the
Congressional Budget Act of 1974.
SEC. 302. TAX-EXEMPT PRIVATE ACTIVITY BONDS FOR RE-
BUILDING PORTION OF NEW YORK CITY DAM-
AGED IN THE SEPTEMBER 11, 2001, TER-
RORIST ATTACK.
(a) TREATMENT AS QUALIFIED BONDS.—For purposes

of the Internal Revenue Code of 1986, any qualified NYC
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recovery bond shall be treated as an exempt facility bond
under section 141(e) of such Code.

(b) QUALIFIED NYC RECOVERY BOND.—For purposes
of this section, the term “qualified NYC recovery bond”
means any bond which—

(1) s issued by the State of New York or any po-
litical subdivision thereof (or any agency, instrumen-
tality or constituted authority on behalf thereof), and

(2) meets the requirements of subsections (c)
through (f).

(¢c) DESIGNATION REQUIREMENTS.—A bond meets the
requirements of this subsection if it s issued as part of an
wssue designated as a qualified NYC recovery bond by the
Mayor of the City of New York, New York, or an individual
specifically appointed to make such designation.

(d) ISSUANCE AND VOLUME REQUIREMENTS.—

(1) IN GENERAL.—Except as provided in para-
graph (3), a bond issued as part of an issue meets the
requirements of this subsection if such bond is issued
during 2002 (or during the period elected under para-
graph (2)) and the aggregate face amount of the bonds
wssued pursuant to such issue, when added to the ag-
gregate face amount of qualified NYC recovery bonds

previously issued, does not exceed $15,000,000,000.
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(2) ELECTIVE CARRYFORWARD OF UNUSED LIMI-
TATION.—If the volume cap under paragraph (1) ex-
ceeds the aggregate amount of qualified NYC recovery
bonds 1ssued during 2002, the issuing authority under
subsection (b) may elect to carry forward such excess
volume cap for an additional 3-year period under
rules similar to the rules of section 146(f) of the Inter-
nal Revenue Code of 1986 (other than paragraph (2)
thereof).

(3) CERTAIN CURRENT REFUNDINGS NOT
COUNTED.—For purposes of paragraph (1), there
shall not be taken into account any current refunding
bond the proceeds of which are used to refund any
bond described in paragraph (1) to the extent the face
amount of such current refunding bond does not ex-
ceed the outstanding face amount of the refunded
bond.

(¢) QUALIFIED PROJECT REQUIREMENTS.—

(1) IN GENERAL—A bond meets the require-
ments of this subsection if it is issued as part of an
issue at least 95 percent of the net proceeds of which
are to be used for qualified project costs.

(2) QUALIFIED PROJECT COSTS.—For purposes

of this subsection—
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(A) IN GENERAL—The term “qualified
project costs” means—

(1) with respect to a qualified project
described in paragraph (3)(4)(v), the costs
of acquisition, construction, reconstruction,
and renovation of commercial real property
and  residential  rental real  property,
mcluding—

(I) buildings and their structural
components,

(Il) fixed tenant improvements,
and

(I11) public utility property, and

(11) with respect to a qualified project
described in paragraph (3)(A)(i1), the costs
of acquisition, construction, reconstruction,
and renovation of commercial real property,
mcluding—

(I) buildings and their structural
components, and
(1) fixed tenant improvements.
(B) LIMITATIONS.—

(1) RESIDENTIAL RENTAL REAL PROP-

ERTY.—Such term shall not include costs

with respect to residential rental real prop-
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erty to the extent such costs for all such
property exceed 20 percent of the aggregate
Jace amount of the bonds issued under this
section.

(i1) RETAIL SALES PROPERTY.—Such
term shall not include costs with respect to
property used for retail sales of tangible
property and functionally related and sub-
ordinate property to the extent such costs
Jor all such property exceeds 10 percent of
the aggregate face amount of the bonds
1ssued under this section.

(111) MOVABLE FIXTURES AND EQUIP-
MENT.—Such term shall not include costs
with respect to movable fixtures and equip-

ment.

(3) QUALIFIED PROJECTS.—For purposes of this

subsection—

(A) IN GENERAL—The term “qualified

project” means any project—

(1) located within the New York Recov-
ery Zone, or

(11) located within the City of New
York, New York, but outside of the New

York Recovery Zone, but only if—
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(I) such project consists of at least
100,000 square feet of usable office or
other commercial space located in a
single bwilding or wmultiple adjacent
buwildings, and

(I1) the aggregate face amount of
the bonds issued to finance such
project, when added to the aggregate
face amount of all bonds issued to fi-
nance all other projects described in
this  clause, does not  exceed

$7,000,000,000.

(B) NEW YORK RECOVERY ZONE.—The term
“New York Recovery Zone” means the area lo-
cated on or south of Canal Street, East Broad-
way (east of its intersection with Canal Street),
or Grand Street (east of its intersection with
East Broadway) in the Borough of Manhattan
wn the City of New York, New York.

(f) GENERAL REQUIREMENTS.—A bond meets the re-

21 quirements of this subsection if it is issued as part of an

22 issue which meets the requirements of part IV of subchapter

23 B of chapter 1 of the Internal Revenue Code of 1986 appli-

24 cable to an exempt facility bond, except as follows:
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(1) Sections 142(d) and 150(D)(2) (relating to
qualified residential rental project), and section 146
(relating to volume cap) of such Code shall not apply
to bonds issued under this section.

(2) The application of section 147(c) of such
Code (relating to limitation on use for land acquisi-
tion) shall be determined by reference to the aggregate
authorized face amount of all bonds issued under this
section rather than the net proceeds of each issue.

(3) Section 147(d) of such Code (relating to ac-
quisition of existing property not permitted) shall e
applied by substituting “50 percent” for “15 percent”
each place it appears.

(4) Section 148(f)(4)(C) of such Code (relating to
exception from rebate for certain proceeds to be used
to finance construction expenditures) shall apply to
construction proceeds of bonds issued under this sec-
tion.

(5) Rules simalar to the rules of section
143(a)(2)(A)(w) of such Code (relating to use of loan
repayments) shall apply to bonds issued under this
section.

(9) BOND INTEREST NOT AN AMT PREFERENCE

24 ITEM.—For purposes of section 57(a)(5) of the Internal
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Revenue Code of 1986, a qualified NYC recovery bond shall

not be treated as a specified private activity bond.

(h) SEPARATE ISSUE TREATMENT OF PORTIONS OF AN
ISsUE.—This section shall not apply to the portion of the
proceeds of an issue which (if issued as a separate issue)
would be treated as a qualified bond or as a bond that is
not a private activity bond (determined without regard to
subsection (a)), if the issuer elects to so treat such portion.

(1) NET PROCEEDS.—For purposes of this section, the
term “net proceeds” has the meaning given such term by
section 150(a)(3) of the Internal Revenue Code of 1986.

(j) INTEREST ON DEBT USED TO PURCHASE OR
CARRY QUALIFIED NYC RECOVERY BONDS.—

(1) IN GENERAL.—Section 265(b)(3) (relating to
exception  for certain  tax-exempt obligations) 1is
amended—

(A) by inserting “a taxr-exempt obligation
wssued pursuant to section 302 of the Kconomac
Recovery and Assistance for American Workers
Act of 2001 or” after “means” in subparagraph
(B)(i),

(B) by inserting “other than an obligation
wssued pursuant to section 302 of the Kconomaic

Recovery and Assistance for American Workers
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Act of 20017 after “of a qualified tax-exempt ob-
Ligation” in subparagraph (D)(i1), and
(C) by adding at the end of subparagraph

(D) the following new clause:

“(iv) REFUNDINGS OF CERTAIN OBLI-
GATIONS.—In the case of a refunding (or a
series of refundings) of a qualified tax-ex-
empt obligation that s an obligation issued
pursuant to section 302 of the FKconomaic
Recovery and Assistance  for American
Workers Act of 2001, the refunding obliga-
tion shall be treated as a qualified tax-ex-
empt obligation if the refunding obligation
meets the requirements of such section.”.

(2) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to taxable years ending
on or after the date of the enactment of this Act.

(k) COORDINATION WITH EMERGENCY APPROPRIA-
TIONS.—Notwithstanding any other provision of law, any
amount otherwise available for disaster recovery activities
and assistance related to the September 11, 2001, terrorist
attack in the City of New York, New York, under the 2001

Emergency Supplemental Appropriations Act for Recovery

24 from and Response to Terrorist Attacks on the United

25

States (Public Law 107-38) shall be reduced by the aggre-
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gate 10-year cost to the Unated States Treasury of the quali-

fied NYC' recovery bonds issued under this section, as esti-

mated for purposes of determining whether this Act com-

plies with the Congressional Budget Act of 1974.

SEC. 303. GAIN OR LOSS FROM PROPERTY DAMAGED OR DE-
STROYED IN NEW YORK RECOVERY ZONE.

(a) GENERAL RULE.—For purposes of the Internal
Revenue Code of 1986, if a taxpayer elects the application
of this section with respect to any eligible property, then
any gain or loss on the disposition of the property shall
be determined without regard to any compensation (by in-
surance or otherwise) received by the taxpayer for damages
sustained to the property as a result of the terrorist attacks
occurring on September 11, 2001. Such election shall be
made at such time and in such manner as the Secretary
of the Treasury may prescribe, and, once made, s irrev-
ocable.

(b) LIMITATION BASED ON PURCHASE OF REPLACE-
MENT PROPERTY.—

(1) IN GENERAL—Subsection (a) shall apply to
compensation recewed with respect to eligible prop-
erty only to the extent of the cost of any qualified re-
placement property purchased by the taxpayer.

(2) ALLOCATION.—If the aggregate compensation

recewved by a taxpayer with respect to all eligible
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property exceeds the aggregate cost of all qualified re-
placement property purchased by the taxpayer, such
cost shall be allocated to such eligible property in ac-
cordance with rules prescribed by the Secretary.

(3)  SPECIAL RULE  FOR  CONSOLIDATED
GROUPS.—For purposes of paragraph (1), an affili-
ated group filing a consolidated return may elect to
treat any qualified replacement property purchased
by a member of the group as purchased by another
member of the group.

(¢) ELIGIBLE PROPERTY.—For purposes of this sec-

12 tion, the term “eligible property” means any tangible

13 property—

14
15
16
17
18
19
20
21
22
23
24

(1) which 1is section 1245 property (as defined in
section 1245(a)(3) of the Internal Revenue Code of
1986) or qualified leasehold tmprovement property
(as defined in section 168(k)(3) of such Code),

(2) substantially all of the wuse of which as of
September 11, 2001, was tn a business establishment
of the taxpayer located in the New York Recovery
Zone, and

(3) which was damaged or destroyed in the ter-
rorist attacks of September 11, 2001.

(d) QUALIFIED REPLACEMENT PROPERTY.—For pur-

25 poses of this section—
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1 (1) IN GENERAL.—The term “qualified replace-
2 ment property’ means tangible property—

3 (A) which is described in subsection (c¢)(1),
4 (B) which 1s purchased by the taxpayer on
5 or after September 11, 2001, and placed in serv-
6 tce in the City of New York, New York, before
7 January 1, 2007,

8 (C) the original use of which in such city
9 begins with the taxpayer, and
10 (D) substantially all of the use of which is
11 reasonably expected to be in connection with a
12 business establishment of the taxpayer located in
13 such city.
14 (2) RECAPTURE.—The Secretary shall, by regu-
15 lations, provide for the recapture of any Federal tax
16 benefit provided by this section wn cases where a tax-
17 payer ceases to use property as qualified replacement
18 property and such recapture is necessary to prevent
19 the avoidance of the purposes of this section.
20 (¢) COORDINATION Wit OTHER PROVISIONS OF

21 Cope.—For purposes of the Internal Revenue Code of

22 1986—
23 (1) SPECIAL RULE FOR TREATMENT OF UNREC-
24 OGNIZED GAIN IN ELIGIBLE PROPERTY.—Sections

25 1245 and 1250 of such Code shall not apply to any
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gawn on the disposition of eligible property not recog-

nized by reason of this section.

(2) LOSS ELECTION NOT TO APPLY TO ELIGIBLE

PROPERTY.—If a taxpayer elects the application of
this section with respect to any eligible property, the
taxpayer may not make an election under section
165(v) of such Code with respect to any loss attrib-
utable to the property.

(3) BASIS ADJUSTMENTS OF QUALIFIED RE-

PLACEMENT PROPERTY.—

(A) IN GENERAL.—The basis of any quali-
fied replacement property shall be reduced by the
amount of any compensation disregarded by rea-
son of subsection (a,).

(B) SPECIAL RULES FOR RECAPTURE.—For
purposes of sections 1245 and 1250 of such Code,
any reduction under subparagraph (A) shall be
treated as a deduction allowed for depreciation,
except that for purposes of section 1250(b) of
such Code, the determination of what would have
been the depreciation adjustments under the
straight line method shall be made as if there
had been no reduction under subparagraph (A).

(4) SPECIAL RULES FOR APPLYING SECTION

1033.—For purposes of applying section 1033 of such
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Code to converted property which is eligible property

with respect to which an election under subsection (a)
has been made—

(A4) the amount realized from the eligible
property shall not include any compensation re-
cewed by the taxpayer which is disregarded by
reason of subsection (a), and

(B) any qualified replacement property
shall be disregarded in determining whether
property was acquired for the purposes of replac-
g the converted property.

(f) OTHER DEFINITIONS AND RULES.—For purposes

13 of this section—

14
15
16
17
18
19
20
21
22
23
24

(1) NEW YORK RECOVERY ZONE.—The term
“New York Recovery Zone” means the area located on
or south of Canal Street, East Broadway (east of its
intersection with Canal Street), or Grand Street (east
of its intersection with East Broadway) in the Bor-
ough of Manhattan in the City of New York, New
York.

(2) TIME FOR ASSESSMENT.—Rules similar to
the rules of subparagraphs (C) and (D) of section
1033(a)(2) of such Code shall apply for purposes of

this section.
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(3)  RELATED  PARTY  LIMITATION.—~Section

1033(1) of such Code shall apply for purposes of this

section.

(9) COORDINATION WITH KEMERGENCY APPROPRIA-
TIONS.—Notwithstanding any other provision of law, any
amount otherwise available for disaster recovery activities
and assistance related to the September 11, 2001, terrorist
attack in the City of New York, New York, under the 2001
Emergency Supplemental Appropriations Act for Recovery
from and Response to Terrorist Attacks on the Unaited
States (Public Law 107-38) shall be reduced by the aggre-
gate 10-year cost to the United States Treasury resulting
Jrom the enactment of thas section, as estimated for purposes
of determining whether this Act complies with the Congres-
stonal Budget Act of 1974.

SEC. 304. REENACTMENT OF EXCEPTIONS FOR QUALIFIED-
MORTGAGE-BOND-FINANCED LOANS TO VIC-
TIMS OF PRESIDENTIALLY DECLARED DISAS-
TERS.

Section 143(k)(11) (relating to special rules for resi-
dences located in disaster areas) is amended—

(1) by inserting “damaged or destroyed by a dis-
aster and” after “In the case of a residence”,
(2) by inserting after subparagraph (B) the fol-

lowing new subparagraph:
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“(C) Paragraph (4) of this subsection shall

be applied by substituting  ‘$25,000"  for

$15,000°.7, and

(3) by inserting “, and after December 31, 2001,
and before January 1, 20037 after <1999 in the last

sentence.

SEC. 305. ONE-YEAR EXPANSION OF AUTHORITY FOR IN-

DIAN TRIBES TO ISSUE TAX-EXEMPT PRIVATE
ACTIVITY BONDS.

(a) IN GENERAL.—Section 7871(c) (relating to addi-

tional requirements for tax-exempt bonds) is amended by

12 adding at the end the following new paragraph:

13
14
15
16
17
18
19
20
21
22
23
24

“(4) EXCEPTION FOR QUALIFIED INDIAN PRIVATE
ACTIVITY BONDS.—
“(A) IN GENERAL.—In the case of any
qualified Indian private activity bond—
“(1) paragraph (2) shall not apply,
“(11) such bond shall be treated as a
qualified bond under section 141(e), and
“(111) section 146 shall not apply.
“(B) QUALIFIED INDIAN PRIVATE ACTIVITY
BOND.—For purposes of this paragraph, the term
‘qualified Indian private activity bond’ means

any bond which—
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1 “(1) 1s issued by a qualified Indian
2 tribal government—
3 “(1) as part of an issue 95 percent
4 or more of the net proceeds of which
5 are to be used to provide qualified resi-
6 dential rental projects (as determined
7 under section 142(d), by substituting
8 ‘statewide median gross income’  for
9 ‘area median gross income’),
10 “(I1) as part of a qualified mort-
11 gage issue (as defined in  section
12 143(a)(2)),
13 “(I11) as part of an issue 95 per-
14 cent or more of the met proceeds of
15 which are to be used to provide any fa-
16 cility described in section 1394(D)(1)
17 Jor any Dusiness (whether tribally
18 owned or not) that would qualify as an
19 enterprise zone business if the Indian
20 reservation (as defined in  section
21 168(3)(6)) over which the qualified In-
22 dian tribal government exercises gen-
23 eral — governmental — authority  were
24 treated as an empowerment zone, or
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“(IV) as part of an issue to be
used for more than 1 of the purposes
described in the preceding subclauses,
and
“(1n) meets the requirements of sub-

paragraphs (D) and (E).

“(C) QUALIFIED INDIAN TRIBAL GOVERN-
MENT.—For purposes of this paragraph, the
term ‘qualified Indian tribal government’ means
an Indian tribal government which exercises gen-
eral governmental authority over an Indian res-
ervation (as so defined) with an unemployment
rate among members of the tribe of at least 25
percent. For purposes of the preceding sentence,
determinations of unemployment shall be made
with respect to any issuance of a bond under this
section on the basis of the most recent report
published by the Bureaw of Indian Affairs under
section 17(a) of the Indian Employment, Train-
g and Related Services Demonstration Act of
1992 (25 U.S.C. 3416(a)) before such issuance.

“(D) DESIGNATION REQUIREMENTS.—A
bond meets the requirements of this subpara-
graph if it 1s issued as part of an issue des-

wgnated as a qualified Indian private activity
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bond for a purpose described in subclause (I),
(Il), or (III) of subparagraph (B)(i) by the

qualified Indian tribal government.

“(E) VOLUME REQUIREMENTS.—

“(1) IN GENERAL.—A bond issued as
part of an issue meets the requirements of
this subparagraph if such bond s 1ssued
during 2002 (or during the period elected
under clause (i1)) and the aggregate face
amount of the bonds issued pursuant to
such issue, when added to the aggregate face
amount of qualified Indian private activity
bonds previously issued by such qualified
Indvan tribal government, does not exceed
$10,000,000.

“(in) KLECTIVE CARRYFORWARD OF
UNUSED LIMITATION.—If the wvolume cap
under clause (1) exceeds the aggregate
amount of qualified Indian private activity
bonds issued during 2002, the qualified In-
dian tribal government may elect to carry
Jorward such excess volwme cap for an addi-
tional 3-year period under rules similar to
the rules of section 146(f) (other than para-

graph (2) thereof).
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“(F) APPLICATION OF SECTION 42 TO RESI-
DENTIAL RENTAL PROJECTS FINANCED BY BONDS
UNDER THIS PARAGRAPH.—In the case of bonds
described in  subparagraph (B)(1)(I), issuance
under the requirements of subparagraph (E)
shall be treated as issuance under the require-
ments of section 146 for purposes of determining
the application of section 42 to projects financed
by the net proceeds of such bonds.

“(G) SPECIAL RULE FOR DETERMINING EN-
TERPRISE ZONE BUSINESS.—For purposes of
subparagraph (B)(i)(II1), an enterprise zone
business shall not include any facility a prin-
cipal business of which s the sale of tobacco
products or highway motor fuels, unless the
qualified Indian tribal government has entered
mto an agreement with the State in which such
Jacility 1s located to collect applicable State taxes
on such products or fuels.

“C(H) BOND INTEREST NOT AN AMT PREF-
ERENCE ITEM.—For purposes of section 57(a)(5),
a bond designated under subparagraph (D) as a
qualified Indian private activity bond shall not

be treated as a specified private activity bond.
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“(I) REPORT—The Secretary shall compile
necessary data from reports required under sec-
tion 149(e) relating to the issuance of bonds
under this paragraph and shall report to the

Committee on Ways and Means of the House of

Representatives and the Commattee on Finance

of the Senate not later than September 30 of any

year following the calendar year in which In-
dian tribal governments issued bonds under this
paragraph and the activities for which such
bonds were issued.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 7871(c)(2) 1s amended by striking
“paragraph (3)” and inserting “paragraphs (3) and
(4)”.

(2) Section 7871 1is amended—

(A) by striking clause (1) of subsection

(c)(3)(K), and

(B) by adding at the end the following new
subsection:

“(f) NET PROCEEDS.—For purposes of this section, the

22 term ‘net proceeds’ has the meaning given such term by sec-

23 tion 150(a)(3).”.

24

(¢) EFFECTIVE DATE.—The amendments made by this

25 section shall apply to bonds issued after December 31, 2001.
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Subtitle B—Victims of Terrorism
Tax Relief

SEC. 310. SHORT TITLE.

This subtitle may be cited as the “Victims of Terrorism
Tax Relief Act of 20017,

PART I—RELIEF PROVISIONS FOR VICTIMS OF
APRIL 19, 1995, AND SEPTEMBER 11, 2001, TER-
RORIST ATTACKS

SEC. 311. INCOME AND EMPLOYMENT TAXES OF VICTIMS OF

TERRORIST ATTACKS.

(a) IN GENERAL—Section 692 (relating to income
taxes of members of Armed Forces on death) is amended
by adding at the end the following new subsection:

“(d) CERTAIN INDIVIDUALS DYING AS A RESULT OF
APRIL 19, 1995, AND SEPTEMBER 11, 2001, TERRORIST AT-
TACKS.—

“(1) IN GENERAL.—In the case of any individual
who dies as a result of wounds or imjury incurred as

a result of the terrorist attacks against the United

States on April 19, 1995, or September 11, 2001, any

tax vmposed by this subtitle shall not apply—

“(A) with respect to the taxable year in
which falls the date of such individual’s death,

and
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“(B) with respect to any prior taxable year
m the period beginning with the last taxable
year ending before the taxable year in which the
wounds or imjury were incurred.

“(2) EXCEPTIONS.—

“(A) TAXATION OF CERTAIN BENEFITS.—
Subject to such rules as the Secretary may pre-
seribe, paragraph (1) shall not apply to the
amount of any tax imposed by this subtitle
which would be computed by only taking into ac-
count the items of income, gain, or other
amounts attributable to—

“(1) amounts payable in the taxable
year by reason of the death of an individual
described in  paragraph (1) which would
have been payable in such taxable year if
the death had occurred by reason of an
event other than the terrorist attacks
against the United States on April 19,
1995, or September 11, 2001, or

“(11) amounts payable in the taxable
year which would not have been payable
such taxable year but for an action taken
after April 19, 1995, or after September 11,

2001 (as the case may be).
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“(B) NO RELIEF FOR PERPETRATORS.—
Paragraph (1) shall not apply with respect to
any indiwvidual identified by the Attorney Gen-
eral to have been a participant or conspirator in
any such terrorist attack, or a representative of
such individual.”.

(b) REFUND OF OTHER TAXES PAID.—Section 692, as
amended by subsection (a), is amended by adding at the
end the following new subsection:

“le) REFUND OF OTHER TAXES PAID.—In deter-
mining the amount of tax under this section to be credited
or refunded as an overpayment with respect to any indi-
vidual for any period, such amount shall be increased by
an amount equal to the amount of taxes imposed and col-
lected under chapter 21 and sections 3201 (a), 3211(a)(1),

and 3221(a) with respect to such individual for such pe-

riod.”.
(¢c) CONFORMING AMENDMENTS.—
(1) Section 5(b)(1) is amended by inserting “and
victims of certain terrorist attacks” before “on death™.
(2) Section 6013(f)(2)(B) is amended by insert-
mg “and victims of certain terrorist attacks” before
“on death’.
(d) CLERICAL AMENDMENTS.—
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(1) The heading of section 692 1s amended to

read as follows:

“SEC. 692. INCOME AND EMPLOYMENT TAXES OF MEMBERS

OF ARMED FORCES AND VICTIMS OF CERTAIN
TERRORIST ATTACKS ON DEATH.”.

(2) The item relating to section 692 in the table

of sections for part II of subchapter J of chapter 1 is

amended to read as follows:

“Sec. 692. Income and employment taxes of members of Armed
Forces and victims of certain terrovist attacks on
death.”.

d) EFFECTIVE DATE; WAIVER OF LIMITATIONS.—
)
(1) EFFECTIVE DATE.—The amendments made

by this section shall apply to taxable years ending be-

Jore, on, or after September 11, 2001.

(2) WAIVER OF LIMITATIONS.—If refund or cred-
it of any overpayment of tax resulting from the
amendments made by this section is prevented at any
time before the close of the 1-year period beginning on
the date of the enactment of this Act by the operation
of any law or rule of law (including res judicata),
such refund or credit may nevertheless be made or al-
lowed f claim therefor is filed before the close of such

period.

22 SEC. 312. ESTATE TAX REDUCTION.

23

(a) IN GENERAL.—Section 2201 is amended to read

24 as follows:
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1 <“SEC. 2201. COMBAT ZONE-RELATED DEATHS OF MEMBERS

2
3
4

OF THE ARMED FORCES AND DEATHS OF VIC-
TIMS OF CERTAIN TERRORIST ATTACKS.

“la) IN GENERAL—Unless the executor elects not to

S have this section apply, in applying section 2001 to the es-
6 tate of a qualified decedent, the rate schedule set forth in

7 subsection (¢) shall be deemed to be the rate schedule set

8 forth in section 2001(c).

9

“(b) QUALIFIED DECEDENT.—For purposes of this sec-

10 tion, the term ‘qualified decedent’ means—

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

“(1) any citizen or resident of the United States
dying while i active service of the Armed Forces of
the United States, if such decedent—

“(A) was killed i action while serving in

a combat zone, as determined under section

112(c), or

“(B) died as a result of wounds, disease, or
myury suffered while serving i a combat zone

(as determined under section 112(c)), and while

m the line of duty, by reason of a hazard to

which such decedent was subjected as an incident

of such service, or

“(2) any indwvidual who died as a resull of
wounds or imjury incurred as a result of the terrorist
attacks against the United States on April 19, 1995,

or September 11, 2001.
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Paragraph (2) shall not apply with respect to any indi-

vidual identified by the Attorney General to have been a

participant or conspirator in any such terrorist attack, or

a representative of such individual.

“(¢) RATE SCHEDULE.—

“If the amount with respect to
which the tentative tax to
be computed is:

Not over $150,000 ........cccceeeueeuen...

Over  $150,000 but not  over
$200,000.

Over  $200,000  but not  over
$300,000.

Over  $300,000  but not  over
$500,000.

Over  $500,000  but not  over
$700,000.

Over  $700,000 but not  over
$900,000.

Over  $900,000 but not  over
$1,100,000.

Over  $1,100,000 but not  over
$1,600,000.

Over  $1,600,000 but not over
$2,100,000.

Over  $2,100,000 but not over
$2,600,000.

Over  $2,600,000 but not over
$3,100,000.

Over  $3,100,000 but not over
$3,600,000.

Over  $3,600,000 but not over
$4,100,000.

Over  $4,100,000 but not over
$5,100,000.

Over  $5,100,000 but not over
$6,100,000.

Over  $6,100,000 but not over
$7,100,000.

Over  $7,100,000 but mnot over
$8,100,000.

Over  $8,100,000 but not over
$9,100,000.

Over  $9,100,000 but not over
$10,100,000.

Over $10,100,000 .........cccoovveveeannnne.

The tentative tax is:

1 percent of the amount by which such
amount exceeds $100,000.

$500 plus 2 percent of the excess over
$150,000.

$1,500 plus 3 percent of the excess over
$200,000.

$4,500 plus 4 percent of the excess over
$300,000.

$12,500 plus 5 percent of the excess
over $500,000.

$22,500 plus 6 percent of the excess
over $700,000.

$34,500 plus 7 percent of the excess
over $900,000.

$48,500 plus 8 percent of the excess
over $1,100,000.

$88,500 plus 9 percent of the excess
over $1,600,000.

$133,500 plus 10 percent of the excess
over $2,100,000.

$183,500 plus 11 percent of the excess
over $2,600,000.

$238,500 plus 12 percent of the excess
over $3,100,000.

$298,500 plus 13 percent of the excess
over $3,600,000.

$363,500 plus 14 percent of the excess
over $4,100,000.

$503,500 plus 15 percent of the excess
over $5,100,000.

$653,500 plus 16 percent of the excess
over $6,100,000.

$813,500 plus 17 percent of the excess
over $7,100,000.

$983,500 plus 18 percent of the excess
over $8,100,000.

$1,163,500 plus 19 percent of the ex-
cess over $9,100,000.

$1,353,500 plus 20 percent of the ex-
cess over $10,100,000.
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“(d) DETERMINATION OF UNIFIED CREDIT.—In the

case of an estate to which this section applies, subsection
(a) shall not apply in determining the credit under section

2010.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 2011 s amended by striking sub-
section (d) and by redesignating subsections (e), (f),
and (g) as subsections (d), (e), and (f), respectively.

(2) Section 2053(d)(3)(B) is amended by strik-
mg  “section  2011(e)” and inserting  “section
2011(d)”,

(3) Paragraph (9) of section 532(c) of the Eco-
nomic Growth and Tax Relief Reconciliation Act of
2001 1s repealed.

(¢c) CLERICAL AMENDMENT.—The item relating to sec-

tion 2201 wn the table of sections for subchapter C of chapter

11 1s amended to read as follows:

“Sec. 2201. Combat zone-related deaths of members of the Armed
Forces and deaths of victims of certain terrovist at-
tacks.”.

(d) EFFECTIVE DATE; WAIVER OF LIMITATIONS.—
(1) EFFECTIVE DATE.—The amendments made

by this section shall apply to estates of decedents—
(A) dying on or after September 11, 2001,

and
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(B) in the case of individuals dying as a re-
sult of the April 19, 1995, terrovist attack, dying

on or after April 19, 1995.

(2) WAIVER OF LIMITATIONS.—If refund or cred-
it of any overpayment of tax resulting from the
amendments made by this section is prevented at any
tvme before the close of the 1-year period beginning on
the date of the enactment of this Act by the operation
of any law or rule of law (including res judicata),
such refund or credit may nevertheless be made or al-
lowed f clavm therefor s filed before the close of such

period.

13 SEC. 313. PAYMENTS BY CHARITABLE ORGANIZATIONS

14
15

TREATED AS EXEMPT PAYMENTS.

(a) IN GENERAL—For purposes of the Internal Rev-

16 enue Code of 1986—

17
18
19
20
21
22
23
24
25

(1) payments made by an organization described
m section 501(c)(3) of such Code by reason of the
death, injury, or wounding of an individual imcurred
as the result of the terrorist attacks against the
United States on September 11, 2001, shall be treated
as related to the purpose or function constituting the
basis for such organization’s exemption under section
501 of such Code if such payments are made using an

objective formula which s consistently applied, and
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(2) wn the case of a private foundation (as de-

Jfined in section 509 of such Code), any payment de-

seribed in paragraph (1) shall not be treated as made
to a disqualified person for purposes of section 4941
of such Code.

(b) EFFECTIVE DATE.—This section shall apply to

payments made on or after September 11, 2001.

SEC. 314. EXCLUSION OF CERTAIN CANCELLATIONS OF IN-

DEBTEDNESS.

(a) IN GENERAL.—For purposes of the Internal Rev-

11 enue Code of 1986—

12
13
14
15
16
17
18
19
20
21
22

(1) gross income shall not include any amount
which (but for this section) would be includible n
gross income by reason of the discharge (in whole or
m part) of indebtedness of any taxpayer if the dis-
charge 1s by reason of the death of an individual in-
curred as the result of the terrorist attacks against the
Unated States on September 11, 2001, and

(2) return requirements under section 6050P of
such Code shall not apply to any discharge described
m paragraph (1).

(b) EFFECTIVE DATE.—This section shall apply to dis-

23 charges made on or after September 11, 2001, and before

24 January 1, 2002.
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PART II—GENERAL RELIEF FOR VICTIMS OF DIS-

ASTERS AND TERRORISTIC OR MILITARY AC-

TIONS
SEC. 321. EXCLUSION FOR DISASTER RELIEF PAYMENTS.

(a) IN GENERAL—Part I11 of subchapter B of chapter
1 (relating to items specifically excluded from gross income)
18 amended by redesignating section 139 as section 140 and
mserting after section 138 the following new section:

“SEC. 139. DISASTER RELIEF PAYMENTS.

“la) GENERAL RULE—Gross income shall not
mclude—

“(1) any amount recewved as payment under sec-
tion 406 of the Awr Transportation Safety and Sys-
tem Stabilization Act, or

“(2) any amount received by an individual as a
qualified disaster relief payment.

“(b) QUALIFIED DISASTER RELIEF PAYMENT DE-
FINED.—For purposes of this section, the term ‘qualified
disaster relvef payment’ means any amount pavd to or for
the benefit of an individual—

“(1) to resmburse or pay reasonable and nec-
essary personal, family, lLiving, or funeral expenses
meurred as a result of a qualified disaster,

“(2) to resmburse or pay reasonable and nec-
essary expenses incurred for the repair or rehabilita-

tion of a personal residence or repair or replacement
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of its contents to the extent that the need for such re-
pair, rehabilitation, or replacement 1s attributable to
a qualified disaster,

“(3) by a person engaged in the furnishing or
sale of transportation as a common carrier by reason
of the death or personal physical injuries incurred as
a result of a qualified disaster, or

“(4) if such amount is paid by a Federal, State,
or local government, or agency or instrumentality
thereof, wn connection with a qualified disaster in

order to promote the general welfare,

12 but only to the extent any expense compensated by such

13 payment is not otherwise compensated for by insurance or

14 otherwise.

15

“(c) QUALIFIED DISASTER DEFINED.—For purposes

16 of this section, the term ‘qualified disaster’ means—

17
18
19
20
21
22
23
24

“(1) a disaster which results from a terroristic or
military action (as defined in section 692(c)(2)),

“(2) a Presidentially declared disaster (as de-

fined in section 1033(h)(3)),

“(3) a disaster which results from an accident
mvolving a common carrier, or from any other event,
which s determined by the Secretary to be of a cata-

strophic nature, or
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“(4) with respect to amounts described in sub-
section (b)(4), a disaster which s determined by an
applicable Federal, State, or local authority (as deter-
mined by the Secretary) to warrant assistance from
the Federal, State, or local government or agency or
mstrumentality thereof.

“(d) COORDINATION WITH EMPLOYMENT TAXES.—For
purposes of chapter 2 and subtitle C, a qualified disaster
relief payment shall not be treated as net earnings from
self-employment, wages, or compensation subject to tax.

“te) No RELIEF FOR CERTAIN INDIVIDUALS.—Sub-
section (a) shall not apply with respect to any individual
vdentified by the Attorney General to have been a partici-
pant or conspirator in a terroristic action (as so defined),
or a representative of such individual.”.

(b) CONFORMING AMENDMENTS.—The table of sections
Jor part III of subchapter B of chapter 1 is amended by
striking the item relating to section 139 and inserting the

Jollowing new items:

“Sec. 139. Disaster relief payments.
“Sec. 140. Cross references to other Acts.”.

(¢) EFFECTIVE DATE.—The amendments made by this
section shall apply to taxable years ending on or after Sep-

tember 11, 2001.
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SEC. 322. AUTHORITY TO POSTPONE CERTAIN DEADLINES

AND REQUIRED ACTIONS.

(a) EXPANSION OF AUTHORITY RELATING TO DISAS-
TERS AND TERRORISTIC OR MILITARY ACTIONS.—RSection
75084 1s amended to read as follows:

“SEC. 7508A. AUTHORITY TO POSTPONE CERTAIN DEAD-
LINES BY REASON OF PRESIDENTIALLY DE-
CLARED DISASTER OR TERRORISTIC OR MILI-
TARY ACTIONS.

“(a) IN GENERAL.—In the case of a taxpayer deter-
mined by the Secretary to be affected by a Presidentially
declared disaster (as defined in section 1033(h)(3)) or a ter-
roristic or military action (as defined in section 692(c)(2)),
the Secretary may specify a period of up to one year that
may be disregarded in determining, under the internal rev-
enue laws, in respect of any tax liability of such taxpayer—

“(1) whether any of the acts described in para-
graph (1) of section 7508(a) were performed within
the time prescribed therefor (determined without re-
gard to extension under any other provision of this
subtitle for periods after the date (determined by the

Secretary) of such disaster or action),

“(2) the amount of any interest, penally, addi-
tional amount, or addition to the tax for periods after
such date, and

“(3) the amount of any credit or refund.
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“(b) SPECIAL RULES REGARDING PENSIONS, K10 —
In the case of a pension or other employee benefit plan, or
any sponsor, administrator, participant, beneficiary, or
other person with respect to such plan, affected by a disaster
or action described in subsection (a), the Secretary may
specify a period of up to one year which may be disregarded
m determining the date by which any action 1s required
or permitted to be completed under this title. No plan shall
be treated as failing to be operated in accordance with the
terms of the plan solely as the result of disregarding any
period by reason of the preceding sentence.

“(c) SPECIAL RULES FOR OVERPAYMENTS.—The rules
of section 7508(b) shall apply for purposes of this section.”.

(b) CLARIFICATION OF SCOPE OF ACTS SECRETARY
May PoSTPONE.—Section 7508(a)(1)(K) (relating to time
to be disregarded) 1s amended by striking “in regulations
prescribed under this section”.

(¢c) CONFORMING AMENDMENTS 70 ERISA.—

(1) Part 5 of subtitle B of title I of the Employee
Retirement Income Security Act of 1974 (29 U.S.C.
1131 et seq.) is amended by adding at the end the fol-

lowing new section:
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“SEC. 518. AUTHORITY TO POSTPONE CERTAIN DEADLINES

BY REASON OF PRESIDENTIALLY DECLARED
DISASTER OR TERRORISTIC OR MILITARY AC-
TIONS.

“In the case of a pension or other employee benefit

plan, or any sponsor, administrator, participant, bene-

ficiary, or other person with respect to such plan, affected

by a Presidentially declared disaster (as defined in section
1033(h)(3) of the Internal Revenue Code of 1986) or a ter-
roristic or military action (as defined in section 692(c)(2)
of such Code), the Secretary may, notwithstanding any
other provision of law, prescribe, by notice or otherwise, a
period of up to one year which may be disregarded in deter-
mining the date by which any action s required or per-
mitted to be completed under this Act. No plan shall be
treated as failing to be operated in accordance with the
terms of the plan solely as the result of disregarding any
period by reason of the preceding sentence.”.
(2) Section 4002 of Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1302) is amended by
adding at the end the following new subsection:
“(1) SPECIAL RULES REGARDING DISASTERS, K10 —
In the case of a pension or other employee benefit plan, or
any sponsor, admainistrator, participant, beneficiary, or
other person with respect to such plan, affected by a Presi-

dentially declared disaster (as defined in section 1033(h)(3)
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of the Internal Revenue Code of 1986) or a terroristic or
military action (as defined in section 692(c)(2) of such
Code), the corporation may, notwithstanding any other pro-
vision of law, prescribe, by notice or otherwise, a period
of up to one year which may be disregarded in determining
the date by which any action s requived or permaitted to
be completed under this Act. No plan shall be treated as
Jailing to be operated in accordance with the terms of the
plan solely as the result of disregarding any period by rea-

son of the preceding sentence.”.

(d) ADDITIONAL CONFORMING AMENDMENTS.—
(1) Section 6404 is amended—
(A) by striking subsection (h),
(B) by redesignating subsection (1) as sub-
section (h), and
(C) by adding at the end the following new
subsection:

“(1) CROSS REFERENCE.—
“For authority of the Secretary to abate certain
amounts by reason of Presidentially declared dis-

aster or terroristic or military action, see section
7508A.”.

(2) Section 6081(c) 1s amended to read as fol-

lows:
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“(¢) CROSS REFERENCES.—
“For time for performing certain acts postponed by
reason of war, see section 7508, and by reason of

Presidentially declared disaster or terroristic or
military action, see section 7508A.”.

(3) Section 6161(d) is amended by adding at the
end the following new paragraph:

“(3) POSTPONEMENT OF CERTAIN ACTS.—
“For time for performing certain acts postponed by
reason of war, see section 7508, and by reason of

Presidentially declared disaster or terroristic or
military action, see section 7508A.”.

(d) CLERICAL AMENDMENTS.—
(1) The item relating to section 75084 in the
table of sections for chapter 77 is amended to read as

Jollows:

“Sec. 7508A. Authority to postpone certain deadlines by reason of
Presidentially declared disaster or terroristic or
malitary actions.”.

(2) The table of contents for the Employee Re-

tirement Income Security Act of 1974 is amended by

mserting after the item relating to section 517 the fol-

lowing new item:
“Sec. 518. Authority to postpone certain deadlines by reason of
Presidentially declared disaster or terroristic or

malitary actions.”.

(¢) EFFECTIVE DATE.—The amendments made by this

14 section shall apply to disasters and terroristic or malitary

15 actions occurring on or after September 11, 2001, with re-

16 spect to any action of the Secretary of the Treasury, the

17 Secretary of Labor, or the Pension Benefit Guaranty Cor-
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poration occurring on or after the date of the enactment

of this Act.

SEC. 323. INTERNAL REVENUE SERVICE DISASTER RE-
SPONSE TEAM.

(a) IN GENERAL.—RSection 75084, as amended by sec-
tion 322(a), is amended by adding at the end the following
new subsection:

“(d) DUTIES OF DISASTER RESPONSE TEAM.—The
Secretary shall establish as a permanent office in the na-
tional office of the Internal Revenue Service a disaster re-
sponse team which, in coordination with the Federal Fmer-
gency Management Agency, shall assist taxpayers in clari-
Jying and resolving Federal tax matters associated with or
resulting from any Presidentially declared disaster (as de-
SJined in section 1033(h)(3)) or a terroristic or military ac-
tion (as defined in section 692(c)(2)).”.

(b) EFFECTIVE DATE.—The amendment made by this
section shall take effect on the date of the enactment of this
Act.

SEC. 324. APPLICATION OF CERTAIN PROVISIONS TO TER-
RORISTIC OR MILITARY ACTIONS.

(a) EXCLUSION FOR DEATH BENEFITS.—Section 101

(relating to certain death benefits) is amended by adding

at the end the following new subsection:
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1 “(t) CERTAIN EMPLOYEE DEATH BENEFITS PAYABLE
2 BY REASON OF DEATH FrROM TERRORISTIC OR MILITARY
3 ACTIONS.—
4 “(1) IN GENERAL.—Gross income does not in-
5 clude amounts which are received (whether in a single
6 sum or otherwise) if such amounts are paid by an
7 employer by reason of the death of an employee in-
8 curred as a result of a terroristic or military action
9 (as defined in section 692(c)(2)).
10 “(2) NO RELIEF FOR CERTAIN INDIVIDUALS.—
11 Paragraph (1) shall not apply with respect to any in-
12 dwvidual identified by the Attorney General to have
13 been a participant or conspirator i a terroristic ac-
14 tion (as so defined), or a representative of such indi-
15 vidual.
16 “(3) TREATMENT OF SELF-EMPLOYED INDIVID-
17 UALS.—For purposes of this subsection, the term ‘em-
18 ployee’ includes a self-employed person (as described
19 m section 401(¢)(1)).”.
20 (b) DISABILITY INCOME.—Section 104(a)(5) (relating

21 to compensation for injuries or sickness) is amended by
22 striking “a violent attack” and all that follows through the
23 period and inserting “a terroristic or military action (as

24 defined in section 692(c)(2)).”.
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(¢) EXEMPTION FroM INCOME TAXx FOR CERTAIN
MILiTARY OR CIVILIAN EMPLOYEES.—~Section 692(¢c) 1s
amended—
(1) by striking “outside the United States” in
paragraph (1), and
(2) by striking “SUSTAINED OVERSEAS” in the
heading.

(d) EFFECTIVE DATE.—The amendments made by this

© 00 N O 0o B~ W N P

section shall apply to taxable years ending on or after Sep-
10 tember 11, 2001.

11 SEC. 325. CLARIFICATION OF DUE DATE FOR AIRLINE EX-
12 CISE TAX DEPOSITS.

13 (a) IN GENERAL—Paragraph (3) of section 301(a) of
14 the Awr Transportation Safety and System Stabilization

15 Aect (Public Law 107-42) is amended to read as follows:

16 “(3) AIRLINE-RELATED DEPOSIT.—For purposes
17 of this subsection, the term ‘airline-related deposit’
18 means any deposit of taxes imposed by subchapter C
19 of chapter 33 of such Code (relating to transportation

20 by air).”.
21 (b) EFFECTIVE DATE.—The amendment made by this
22 section shall take effect as if included in section 301 of the

23 Air Transportation Safety and System Stabilization Act
24 (Public Law 107-42).
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SEC. 326. COORDINATION WITH AIR TRANSPORTATION

SAFETY AND SYSTEM STABILIZATION ACT.

No reduction in Federal tax liability by reason of any
provision of, or amendment made by, this title shall be con-
sidered as being received from a collateral sowrce for pur-
poses of section 402(4) of the Air Transportation Safety and
System Stabilization Act (Public Law 107-42).

PART III—DISCLOSURE OF TAX INFORMATION IN
TERRORISM AND NATIONAL SECURITY IN-
VESTIGATIONS

SEC. 331. DISCLOSURE OF TAX INFORMATION IN TER-

RORISM AND NATIONAL SECURITY INVES-
TIGATIONS.

(a) DISCLOSURE WITHOUT A REQUEST OF INFORMA-
TION RELATING TO TERRORIST AcTIVITIES, E10—Para-
graph (3) of section 6103(1) (relating to disclosure of return
mformation to apprise appropriate officials of criminal ac-
tivities or emergency circumstances) is amended by adding
at the end the following new subparagraph:

“(C) TERRORIST ACTIVITIES, ETC.—

“(1) IN GENERAL.—Except as provided
wm paragraph (6), the Secretary may dis-
close in writing return information (other
than taxpayer return information) that
may be related to a terrorist incident,

threat, or actiwvity to the extent necessary to



O:\MAT\MAT01.930

© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N ©o© 00 W N B O

24

S.L.C.
123
apprise the head of the appropriate Federal

law enforcement agency responsible for in-
vestigating or responding to such terrorist
meident, threat, or activity. The head of the
agency may disclose such return informa-
tion to officers and employees of such agen-
cy to the extent necessary to investigate or
respond to such terrorist incident, threat, or
activity.

“(11) DISCLOSURE TO THE DEPART-
MENT OF JUSTICE.—Returns and taxpayer
return information may also be disclosed to
the Attorney General under clause (i) to the
extent mecessary for, and solely for use in
preparing, an application under paragraph
(7)(D).

“(111) TAXPAYER IDENTITY.—For pur-
poses of this subparagraph, a taxpayer’s
vdentity shall not be treated as taxpayer re-
turn information.

“tiv)  TERMINATION—No  disclosure
may be made under this subparagraph after

December 31, 2003.”.

(b) DISCLOSURE UPON REQUEST OF INFORMATION

25 RELATING TO TERRORIST ACTIVITIES, ETC—Subsection
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(1) of section 6103 (relating to disclosure to Federal officers
or employees for administration of Federal laws not relat-
g to taxr administration) is amended by redesignating
paragraph (7) as paragraph (8) and by inserting after
paragraph (6) the following new paragraph:

“(7) DISCLOSURE UPON REQUEST OF INFORMA-

TION RELATING TO TERRORIST ACTIVITIES, ETC.—
“(A) DISCLOSURE TO LAW ENFORCEMENT

AGENCIES.—

“(1) IN GENERAL.—Except as provided
m paragraph (6), upon receipt by the Sec-
retary of a written request which meets the
requirements of clause (i11), the Secretary
may disclose return information (other than
taxpayer return information) to officers and
employees of any Federal law enforcement
agency who are personally and directly en-
gaged in the response to or investigation of

terrorist incidents, threats, or activities.
“(i) DISCLOSURE TO STATE AND
LOCAL LAW ENFORCEMENT AGENCIES.—The
head of any Federal law enforcement agency
may disclose return information obtained
under clause (v) to officers and employees of

any State or local law enforcement agency
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1 but only 1f such agency s part of a team

2 with the Federal law enforcement agency in

3 such response or investigation and such in-

4 Jormation 1s disclosed only to officers and

5 employees who are personally and directly

6 engaged in such response or investigation.

7 “(1n1)  REQUIREMENTS.—A  request

8 meets the requirements of this clause 1f—

9 “(I) the request 1s made by the
10 head of any Federal law enforcement
11 agency (or his delegate) involved in the
12 response to or investigation of terrorist
13 mcidents, threats, or activities, and
14 “(11) the request sets forth the spe-
15 cific reason or reasons why such disclo-
16 sure may be relevant to a terrorist in-
17 cident, threat, or activity.

18 “(iv) LIMITATION ON USE OF INFORMA-
19 TION.—Information disclosed under this
20 subparagraph shall be solely for the use of
21 the officers and employees to whom such in-
22 Jormation 1s disclosed wn such response or
23 vestigation.

24 “(B) DISCLOSURE TO INTELLIGENCE AGEN-

N
(6]

CIES.—
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“(1) IN GENERAL.—Except as provided
m paragraph (6), upon receipt by the Sec-
retary of a written request which meets the
requirements of clause (11), the Secretary
may disclose return information (other than
taxpayer return information) to those offi-
cers and employees of the Department of
Justice, the Department of the Treasury,
and other Federal intelligence agencies who
are personally and directly engaged in the
collection or analysis of intelligence and
counterintelligence information or inves-
tigation concerning terrovists and terrorist
organizations and activities. For purposes
of the preceding sentence, the information
disclosed under the preceding sentence shall
be solely for the use of such officers and em-
ployees in such investigation, collection, or
analysis.

“(n)  REQUIREMENTS.—A  request
meets the requirements of this subparagraph
of the request—

“(1) is made by an individual de-

seribed in clause (1), and



O:\MAT\MAT01.930

© 00 N O 0o B~ W N PP

N N DN DN DD DN P PP PP PP PP
o A WO N P O © 00 N O O b W N B O

S.L.C.
127
“(II) sets forth the specific reason
or reasons why such disclosure may be
relevant to a terrorist incident, threat,
or activity.

“(it) REQUESTING INDIVIDUALS.—An

mdwidual described in this subparagraph

15 an indwrdual—

“(I) who s an officer or employee
of the Department of Justice or the De-
partment of the Treasury who 1is ap-
pointed by the President with the ad-
vice and consent of the Senate or who
1s the Director of the United States Se-
cret Service, and

“(II) who 1s responsible for the
collection and analysis of intelligence
and  counterintelligence  information
concerning terrorists and terrorist or-
ganizations and activities.

“(w) TAXPAYER IDENTITY.—For pur-

poses of this subparagraph, a taxpayer’s

vdentity shall not be treated as taxpayer re-

turn information.

“(C) DISCLOSURE UNDER EX PARTE OR-

DERS.—
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“(1) IN GENERAL.—Except as provided
m paragraph (6), any return or return in-
Jormation with respect to any specified tax-
able period or periods shall, purswant to
and upon the grant of an ex parte order by
a Federal district court judge or magistrate
under clause (i1), be open (but only to the
extent necessary as provided in such order)
to wnspection by, or disclosure to, officers
and employees of any Federal law enforce-
ment agency or Federal intelligence agency
who are personally and directly engaged in
any wnvestigation, response to, or analysis
of intelligence and counterintelligence infor-
mation concerning any terrovist activity or
threats. Return or return information
opened pursuant to the preceding sentence
shall be solely for the use of such officers
and employees in the investigation, re-
sponse, or analysis, and wn any judicial,
administrative, or grand jury proceedings,
pertarming to any such terrorist actwity or

threat.
“(in) APPLICATION FOR ORDER.—The

Attorney General, the Deputy Attorney Gen-
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eral, the Associate Attorney General, any
Assistant Attorney General, or any United
States attorney may authorize an applica-
tion to a Federal district court judge or
magistrate for the order referred to in clause
(1). Upon such application, such judge or
magistrate may grant such order if he de-
termanes on the basis of the facts submatted
by the applicant that—

“(I) there s reasonable cause to
believe, based wupon information be-
lieved to be reliable, that the return or
return information may be relevant to
a matter relating to such terrorist ac-
tivity or threat, and

“(II) the return or return infor-
mation 18 sought exclusively for use in
a Federal investigation, analysis, or
proceeding concerning terrorist activ-
wty, terrorist threats, or terrorist orga-
nizations.

“(D) SPECIAL RULE FOR EX PARTE DISCLO-
SURE BY THE IRS.—
“(1) IN GENERAL.—Except as provided

m paragraph (6), the Secretary may au-
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thorize an application to a Federal district
court judge or magistrate for the order re-
ferred to in subparagraph (C)(1). Upon such
application, such judge or magistrate may
grant such order if he determines on the
basis of the facts submitted by the applicant
that the requirements of subparagraph
(C)(w)(I) are met.

“(11) LIMITATION ON USE OF INFORMA-
TION.—Information disclosed under clause
(1)—

“(I) may be disclosed only to the
extent nmecessary to apprise the head of
the appropriate Federal law enforce-
ment agency responsible for inves-
tigating or responding to a terrorist
meident, threat, or activity, and

“(II) shall be solely for use in a
Federal investigation, analysis, or pro-
ceeding concerning terrorist activity,
terrorist threats, or terrorvist organiza-
tions.

The head of such Federal agency may dis-
close such information to officers and em-

ployees of such agency to the extent nec-
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essary to investigate or respond to such ter-
rovist incident, threat, or activity.
“(KE) TERMINATION.—No disclosure may be

made under this paragraph after December 31,

2003.”7.

(¢c) CONFORMING AMENDMENTS.—

(1) Section 6103(a)(2) s amended by inserting
“any local law enforcement agency receiving informa-
tion under subsection (1)(7)(A),” after “State,”.

(2) The heading of section 6103(1)(3) is amended
by inserting “OR TERRORIST” after “CRIMINAL’.

(3) Paragraph (4) of section 6103(i) s
amended—

(A) wn subparagraph (A) by inserting “or

(7)(C)” after “paragraph (1), and

(B) in subparagraph (B) by striking “or

(3)(A)” and inserting “(3)(A) or (C), or (7).

(4) Paragraph (6) of section 6103(i) s
amended—

(A) by striking “(3)(A)” and inserting

“(3)(A) or (C)”, and

(B) by striking “or (7)” and inserting “(7),

or (8)”.

(5) Section 6103(p)(3) is amended—
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(A4) in  subparagraph (A) by striking
“(7)(A)(1n)” and inserting “(8)(A)(11)”, and

(B) in subparagraph (C) by striking
“)(3)(B)(1)” and inserting “(1)(3)(B)(1) or
(7)(A)(10)”.

(6) Section 6103(p)(4) is amended—

(A) in the matter preceding subparagraph
(4)—

(1) by striking “or (5),” the first place
it appears and inserting “(5), or (7),”, and

(1r) by striking “(1)(3)(B)(1),” and in-
serting “(v)(3)(B)(1) or (7)(A)(i1),”, and

(B) in subparagraph (F)(1i) by striking “or
(5),” the first place it appears and inserting “(5)
or (7),”.

(7) Section 6103(p)(6)(B)(1) s amended by
striking “(v)(7)(A) ()" and inserting “(v)(8)(4)(11)”.
(8) Section 6105(b) s amended—

(A4) by striking “or” at the end of para-
graph (2),

(B) by striking “paragraphs (1) or (2)” in
paragraph (3) and inserting “paragraph (1),
(2), or (3)7,

(C) by redesignating paragraph (3) as
paragraph (4), and
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(D) by inserting after paragraph (2) the fol-
lowing new paragraph:

“(3) to the disclosure of tax convention informa-
tion on the same terms as return information may be
disclosed under paragraph (3)(C) or (7) of section
6103(v), except that in the case of tax convention in-
Jormation provided by a foreign government, no dis-
closure may be made under this paragraph without
the written consent of the foreign government, or”.

(9) Section 7213(a)(2) is amended by striking
“)(3)(B)(1),” and anserting  “(v)(3)(B)(1) or
(7)(A)(10),”.

(d) EFFECTIVE DATE.—The amendments made by this

section shall apply to disclosures made on or after the date

of the enactment of this Act.

TITLE IV—EXTENSIONS OF

CERTAIN EXPIRING PROVISIONS

SEC. 401. ALLOWANCE OF NONREFUNDABLE PERSONAL

CREDITS AGAINST REGULAR AND MINIMUM
TAX LIABILITY.

(a) IN GENERAL—Paragraph (2) of section 26(a) 1is

amended—

(1) by striking “RULE FOR 2000 AND 2001.—
and inserting “RULE FOR 2000, 2001, AND 2002.—"

and
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(2) by striking “during 2000 or 2001, and in-
serting “during 2000, 2001, or 2002,”.

(b) CONFORMING AMENDMENTS.—

(1) Section 904(h) is amended by striking “dur-
g 2000 or 20017 and inserting “during 2000, 2001,
or 20027,

(2) The amendments made by sections 201(b),
202(f), and 618(b) of the KEconomic Growth and Tax
Relief Reconciliation Act of 2001 shall not apply to
taxable years beginning during 2002.

(¢c) TEcHINICAL CORRECTION.—Section 24(d)(1)(B) is

12 amended by striking “amount of credit allowed by this sec-

13 tion” and inserting “aggregate amount of credits allowed

14 by this subpart”.

15
16
17
18
19
20
21

(d) EFFECTIVE DATES.—

(1) The amendments made by subsections (a)
and (b) shall apply to taxable years beginning after
December 31, 2001.

(2) The amendment made by subsection (c) shall
apply to taxable years beginning after December 31,

2000.

22 SEC. 402. WORK OPPORTUNITY CREDIT.

23

(a) IN GENERAL.—Subparagraph (B) of section

24 51(c)(4) is amended by striking “20017 and inserting

25 “2002”.
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(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to individuals who begin work for
the employer after December 31, 2001.

SEC. 403. WELFARE-TO-WORK CREDIT.

(a) IN GENERAL.—Subsection (f) of section 51A 1is
amended by striking 20017 and inserting “2002”.

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to individuals who begin work for
the employer after December 31, 2001.

SEC. 404. CREDIT FOR ELECTRICITY PRODUCED FROM RE-
NEWABLE RESOURCES.

(a) IN GENERAL—Subparagraphs (A), (B), and (C)
of section 45(c)(3) are each amended by striking “2002”
and inserting “2003”.

(b) EFFECTIVE DATE.—The amendments made by sub-
section (a) shall take effect on the date of the enactment
of this Act.

SEC. 405. TAXABLE INCOME LIMIT ON PERCENTAGE DEPLE-
TION FOR OIL AND NATURAL GAS PRODUCED
FROM MARGINAL PROPERTIES.

(a) IN GENERAL—Subparagraph (H) of section
613A(c)(6) is amended by striking “2002” and inserting
“2003”.
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(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to taxable years beginning after De-
cember 31, 2001.

SEC. 406. QUALIFIED ZONE ACADEMY BONDS.

(a) IN GENERAL.—Paragraph (1) of section 1397FE(e)
1s amended by striking “2000, and 20017 and inserting
“2000, 2001, and 2002

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall take effect on the date of the enactment
of this Act.

SEC. 407. SUBPART F EXEMPTION FOR ACTIVE FINANCING.

(a) IN GENERAL.—

(1) Section 953(e)(10) is amended—

(A) by striking “20027 and inserting
“20037, and

(B) by striking “20017 and inserting
“2002”.
(2) Section 954(h)(9) is amended by striking

“2002” and inserting “2003”.

(b) EFFECTIVE DATE.—The amendments made by this
section shall apply to taxable years beginning after Decem-
ber 31, 2001.

SEC. 408. COVER OVER OF TAX ON DISTILLED SPIRITS.
(a) IN GENERAL.—Paragraph (1) of section 7652(f) is

amended by striking “20027 and inserting “2003”.
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(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall take effect on the date of the enactment
of this Act.

SEC. 409. DELAY IN EFFECTIVE DATE OF REQUIREMENT

1
2
3
4
5 FOR APPROVED DIESEL OR KEROSENE TER-
6 MINALS.

7 Paragraph (2) of section 1032(f) of the Taxpayer Re-
8 lief Act of 1997 (Public Law 105-34) is amended by strik-
9 ing “2002” and inserting “2003”.

10 SEC. 410. DEDUCTION FOR CLEAN-FUEL VEHICLES AND

11 CERTAIN REFUELING PROPERTY.

12 (a) IN GENERAL.—Section 1794 is amended—

13 (1) in subsection (b)(1)(B)—

14 (A) by striking “December 31, 2001,” and
15 mserting “December 31, 2002,”, and

16 (B) in clauses (1), (i1), and (111), by striking
17 “20027, “20037, and “2004”, respectively, and
18 mserting 20037, “20047, and “2005”, respec-
19 tively, and

20 (2) in subsection (f), by striking “2004” and in-
21 serting “20057".

22 (b) EFFECTIVE DATE.—The amendments made by sub-

23 section (a) shall take effect on the date of the enactment

24 of this Act.
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1 SEC. 411. CREDIT FOR QUALIFIED ELECTRIC VEHICLES.
2 (a) IN GENERAL.—Section 30 is amended—
3 (1) in subsection (b)(2)—
4 (A) by striking “December 31, 2001,” and
5 mserting “December 31, 2002,”, and
6 (B) in subparagraphs (4), (B), and (C), by
7 striking 20027, “20037, and “2004”, respec-
8 tively, and inserting “20037, “2004”, and
9 “20057, respectively, and
10 (2) i subsection (e), by striking “2004” and in-
11 serting “20057".
12 (b) CONFORMING AMENDMENTS.—
13 (1) Subparagraph (C) of section 280F(a)(1) s
14 amended by adding at the end the following new
15 clause
16 “(iit)  APPLICATION OF  SUBPARA-
17 GrAPH.—This subparagraph shall apply to
18 property placed in service after August 5,
19 1997, and before January 1, 2005.”.
20 (2) Subsection (b) of section 971 of the Taxpayer
21 Relief Act of 1997 is amended by striking “and before
22 January 1, 20057,
23 (¢c) EFFECTIVE DATE.—The amendments made by this

24 section shall take effect on the date of the enactment of this
25 Act.
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SEC. 412. PARITY IN THE APPLICATION OF CERTAIN LIMITS

TO MENTAL HEALTH BENEFITS.

(a) IN GENERAL.—Subsection (f) of section 9812 1is
amended by striking <2001 and inserting “2002”.

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to plan years beginning after Decem-
ber 31, 2001.

SEC. 413. COMBINED EMPLOYMENT TAX REPORTING.

(a) DEMONSTRATION PROJECT.—Section 976 of the
Taxpayer Relief Act of 1997 1s amended by striking “with
the date which 1s 5 years after the date of the enactment
of this Act” and inserting “on December 31, 20027,

(b) EFFECTIVE DATE.—The amendment made by this
section shall take effect on the date of the enactment of this
Act.

TITLE V—EXTENSION OF ADDI-

TIONAL PROVISIONS EXPIR-

ING IN 2001.

SEC. 501. GENERALIZED SYSTEM OF PREFERENCES.

(a) EXTENSION OF DuUTY-FREE TREATMENT UNDER
SysTEM.—Section 505 of the Trade Act of 1974 (19 U.S.C.
2465) 1s amended by striking “September 30, 20017 and
iserting “December 31, 20027,

(b) RETROACTIVE APPLICATION FOR CERTAIN LIQ-
UIDATIONS AND RELIQUIDATIONS.—

(1) IN GENERAL.—
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(A) ENTRY OF CERTAIN ARTICLES.—Not-
withstanding section 514 of the Tariff Act of

1930 or any other provision of law, and subject

to paragraph (2), the entry—

(1) of any article to which duty-free
treatment under title V of the Trade Act of
1974 would have applied if the entry had
been made on September 30, 2001;

(11) that was made after September 30,
2001, and before the date of enactment of
this Act; and

(11r) to which duty-free treatment
under title V of that Act did not apply,

shall be hiquidated or reliquidated as free of

duty, and the Secretary of the Treasury shall re-

Jund any duty paid with respect to such entry.

(B) ENTRY.—In this subsection, the term

“entry” includes a withdrawal from warehouse

Jor consumption.

(2) REQUESTS.—Liquidation or reliquidation
may be made under paragraph (1) with respect to an
entry only if a request therefor is filed with the Cus-
toms Service, within 180 days after the date of enact-
ment of this Act, that contains sufficient information

to enable the Customs Service—
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(A) to locate the entry; or
(B) to reconstruct the entry if it cannot be
located.

(¢c) EFFECTIVE DATE.—The amendment made by sub-

section (a) shall take effect on October 1, 2001.
SEC. 502. ANDEAN TRADE PREFERENCE ACT.

(a) IN GENERAL.—Section 208(b) of the Andean Trade
Preference Act (19 U.S.C. 3206(D))is amended by striking
“10 years after December 4, 19917 and inserting “after
June 4, 2002”.

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall take effect on December 5, 2001.

SEC. 503. REAUTHORIZATION OF TRADE ADJUSTMENT AS-
SISTANCE.

(a) ASSISTANCE FOR WORKERS.—RSection 245 of the
Trade Act of 1974 (19 U.S.C. 2317) 1s amended by striking
“October 1, 1998, and ending September 30, 2001, each
place it appears and inserting “October 1, 2001, and end-
g December 31, 2002,”.

(b) ASSISTANCE FOR FIrRMS.—Section 256(b) of the
Trade Act of 1974 (19 U.S.C. 2346(D)) 1s amended by strik-
mg “October 1, 1998, and ending September 30, 2001” and
wmserting  “October 1, 2001, and ending December 31,

2002,
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(¢) TERMINATION.—Section 285(c) of the Trade Act of
1974 (19 U.S.C. 2771 note) is amended in paragraphs (1)
and (2)(A), by striking “September 30, 2001 and inserting
“December 31, 2002”.

(d) TRAINING LIMITATION UNDER NAFTA PRO-
GRrRAM.—Section 250(d)(2) of the Trade Act of 1974 (19
US.C. 2331(d)(2)) is amended by striking “October 1,
1998, and ending September 30, 2001 and inserting “Oc-
tober 1, 2001, and ending December 31, 2002”".

(¢) EFFECTIVE DATE.—The amendments made by this

section shall take effect on the date of enactment of this Act.

TITLE VI—HEALTH INSURANCE
COVERAGE OPTIONS FOR RE-
CENTLY UNEMPLOYED INDI-
VIDUALS AND THEIR FAMI-
LIES

SEC. 601. PREMIUM ASSISTANCE FOR COBRA CONTINU-
ATION COVERAGE FOR INDIVIDUALS AND
THEIR FAMILIES.
(a) ESTABLISHMENT.—

(1) IN GENERAL.

Not later than 30 days after
the date of enactment of this Act, the Secretary of the
Treasury, in consultation with the Secretary of

Labor, shall establish a program under which 75 per-
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1 cent of the premium for COBRA continuation cov-
2 erage shall be provided for an indiwvidual who—

3 (A) at any time during the period that be-
4 gins on September 11, 2001, and ends on Decem-
5 ber 31, 2002, 1s separated from employment; and
6 (B) 1s eligible for, and has elected coverage
7 under, COBRA continuation coverage.

8 (2) INCLUSION OF CERTAIN INDIVIDUALS.—For
9 purposes of paragraph (1), the spouse, child, or other
10 mdwidual who was an wnsured under health inswr-
11 ance coverage of an indwidual who was killed as a
12 result of the terrorist-related aireraft crashes on Sep-
13 tember 11, 2001, or as a result of any other terrorist-
14 related event occurring during the period described in
15 that paragraph, and who s eligible for, and has elect-
16 ed coverage under, COBRA continuation coverage
17 shall be eligible for premium assistance under the
18 program established under this section.
19 (3) STATE OPTION TO ELECT ADMINISTRATION
20 OF PROGRAM.—
21 (A) IN GENERAL.—A State may elect to ad-
22 manaster the premium assistance program estab-
23 lished under this section if the State submits to
24 the Secretary of the Treasury, not later than

25 January 1, 2002, a plan that describes how the
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1 State unll administer such program on behalf of
2 the indwiduals described in paragraph (1) or (2)
3 who reside wn the State beginning on that date.
4 (B) STATE ENTITLEMENT.—In the case of a
5 State that submits a plan under subparagraph
6 (A), the Secretary of the Treasury shall pay to
7 each such State an amount for each quarter
8 equal to the total amount of premium subsidies
9 provided wn that quarter on behalf of such indi-

10 viduals.

11 (4) IMMEDIATE IMPLEMENTATION.—The pro-

12 gram established under this section shall be imple-

13 mented without regard to whether or not final regula-

14 tions to carry out such program have been promul-

15 gated by the date described in paragraph (1).

16 (b) LIMITATION OF PERIOD OF PREMIUM ASSIST-

17 aNcE—

18 (1) IN GENERAL.—Premium assistance provided

19 - accordance with this section shall end with respect

20 to an indwidual on the earlier of—

21 (A) the date the individual is no longer cov-

22 ered under COBRA continuation coverage; or

23 (B) 12 months after the date the individual

24 18 first envolled in the premiwm assistance pro-

25 gram established under this section.
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(2) NO ASSISTANCE AFTER DECEMBER 31, 2002.—

No premium assistance (including payment for such
assistance) may be provided under this section after
December 31, 2002.

(¢) PAYMENT ARRANGEMENTS; CREDITING OF ASSIST-

(1) PROVISION OF ASSISTANCE.—

(A) IN GENERAL—Premium assistance
shall be provided under the program established
under thas section through direct payment ar-
rangements with a group health plan (including
a multiemployer plan), an issuer of health insur-
ance coverage, an administrator, or an employer
as appropriate with respect to the individual
provided such assistance.

(B) ADDITIONAL OPTION FOR STATE-RUN
PROGRAM.—In the case of a State that elects to
admanister the program established under this
section, such assistance may be provided through
the State public employment office or other agen-
cy responsible for administering the State unem-
ployment compensation program.

(2) PREMIUMS PAYABLE BY INDIVIDUAL RE-

DUCED BY AMOUNT OF ASSISTANCE.—Premium as-

sistance provided under this section shall be credited
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by the group health plan, issuer of health insurance
coverage, or an administrator against the premium
otherwise owed by the individual involved for COBRA
continuation coverage.

(d) PROGRAM REQUIREMENTS.—Premium assistance

shall be provided under the program established under this

section consistent with the following:

(1) ALL QUALIFYING INDIVIDUALS MAY APPLY.—
All individuals described in paragraph (1) or (2) of
subsection (a) may apply for such assistance at any
time during the period described n  subsection
(a)(1)(A).

(2) SELECTION ON FIRST-COME, FIRST-SERVED
BASIS.—Such assistance shall be provided to such in-
dwiduals who apply for the assistance in the order in
which they apply.

(e) LIMITATION ON ENTITLEMENT.—Nothing in this

section shall be construed as establishing any entitlement
of indvviduals described in paragraph (1) or (2) of sub-

section (a) to premium assistance under this section.

(f) DISREGARD OF SUBSIDIES FOR PURPOSES OF FED-

ERAL AND STATE PROGRAMS.—Notwithstanding any other
provision of law, any premium assistance provided to, or
on behalf of, an individual under this section, shall not be

considered income or resources in determining eligibility
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1 for, or the amount of assistance or benefits provided under,

2 any other Federal public benefit or State or local public

3 benefit.

4 (9) CHANGE IN COBRA NOTICE.—

5 (1) GENERAL NOTICE.—

6 (A) IN GENERAL—In the case of notices
7 provided under section 4980B(f)(6) of the Inter-
8 nal Revenue Code of 1986, section 2206 of the
9 Public Health Service Act (42 U.S.C. 300bb—6),
10 section 606 of the Employee Retirement Income
11 Security Act of 1974 (29 U.S.C. 1166), or section
12 8905a(f)(2)(A) of title 5, United States Code,
13 with respect to individuals who, during the pe-
14 riod described in subsection (a)(1)(A), become
15 entitled to elect COBRA continuation coverage,
16 such notices shall include an additional notifica-
17 tion to the recipient of the availability of pre-
18 mium assistance for such coverage under this
19 section and for temporary medicaid assistance
20 under section 603 for the remaining portion of
21 COBRA continuation premiums.

22 (B) ALTERNATIVE NOTICE.—In the case of
23 COBRA continuation coverage to which the no-
24 tice provision wunder such sections does not

25 apply, the Secretary of the Treasury, in con-
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sultation with the Secretary of Labor, shall, in
coordination with administrators of the group
health plans (or other entities) that provide or
administer the COBRA continuation coverage
mvolved, assure the provision of such notice.

(C) Form.—The requirement of the addi-
twonal notification under thas paragraph may be
met by amendment of existing notice forms or by
mclusion of a separate document with the notice
otherwise required.

(2) SPECIFIC REQUIREMENTS.—Each additional

notification under paragraph (1) shall include—

(A) the forms necessary for establishing eli-
gibility and enrollment in the premiwm assist-
ance program established under this section in
connection with the coverage with respect to each
covered employee or other qualified beneficiary;

(B) the name, address, and telephone num-
ber necessary to contact the administrator and
any other person maintaining relevant informa-
tion in connection with the premium assistance;
and

(C) the following statement displayed in a

prominent manner:
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“You may be eligible to receive assistance with pay-

ment of 75 percent of your COBRA continuation coverage
premiums and with temporary medicard coverage for the
remaining premiwm portion for a duration of not to exceed

12 months.”.

(3) NOTICE RELATING TO RETROACTIVE COV-
ERAGE.—In the case of such notices previously trans-
matted before the date of enactment of this Act in the
case of an individual described in paragraph (1) who
has elected (or is still eligible to elect) COBRA con-
tinuation coverage as of the date of enactment of this
Act, the administrator of the group health plan (or
other entity) involved or the Secretary of the Treas-
ury, i consultation with the Secretary of Labor, (in
the case described in the paragraph (1)(B)) shall pro-
vide (within 60 days after the date of enactment of
this Act) for the additional notification required to be
provided under paragraph (1).

(4) MoDEL NOTICES.—Not later than 30 days
after the date of enactment of this Act, the Secretary
of the Treasury shall prescribe models for the addi-
tional notification required under this subsection.

(h) REPORTS.—Beginning on January 1, 2002, and

24 every 3 months thereafter until January 1, 2003, the Sec-

25 retary of the Treasury shall submit a report to Congress
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1 regarding the premium assistance program established

2 under this section that includes the following:

3 (1) The status of the implementation of the pro-
4 gram.

5 (2) The number of individuals provided assist-
6 ance under the program as of the date of the report.
7 (3) The average dollar amount (monthly and an-
8 nually) of the premium assistance provided under the
9 program.

10 (4) The number and identification of the States
11 that have elected to administer the program.

12 (5) The total amount of expenditures incurred
13 (with administrative expenditures noted separately)
14 under the program as of the date of the report.

15 (1) APPROPRIATION.—

16 (1) IN GENERAL—Out of any funds in the
17 Treasury not otherwise appropriated, there is appro-
18 priated to carry out this section, such sums as are
19 necessary for each of fiscal years 2002 and 2005.

20 (2) OBLIGATION OF FUNDS.—This section con-
21 stitutes budget authority in advance of appropria-
22 tions Acts and represents the obligation of the Federal
23 Government to provide for the payment of premium

24 assistance under this section.
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(1) SUNSET.—No premium assistance (including pay-
ment for such assistance) may be provided under this sec-
tion after December 31, 2002.

SEC. 602. STATE OPTION TO PROVIDE TEMPORARY MED-
ICAID COVERAGE FOR CERTAIN UNINSURED
INDIVIDUALS.

(a) STATE OPTION.—Notwithstanding any other pro-
vision of law, a State may elect to provide under its med-
icatd program under title XIX of the Social Security Act
medical assistance in the case of an indiwidual—

(1) who at any time during the period that be-
gins on September 11, 2001, and ends on December

31, 2002, 1s separated from employment;

(2) who 1s not eligible for COBRA continuation
coverage;

(3) who s uninsured; and

(4) whose assets, resources, and earned or un-
earned income (or both) do not exceed such limita-
trons (if any) as the State may establish.

(b) LimrrATiON OF PERIOD OF COVERAGE.—Medical
assistance provided in accordance with this section shall
end with respect to an individual on the earlier of—

(1) the date the individual is no longer unin-

sured; or
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1 (2) subject to subsection (c¢)(4), 12 months after
2 the date the individual first receives such assistance.
3 (¢) SPECIAL RULES.—In the case of medical assistance

4 provided under this section—

5 (1) the Federal wmedical assistance percentage
6 under section 1905(b) of the Social Security Act (42
7 U.S.C. 1396d(b)) shall be the enhanced FMAP (as de-
8 fined in  section 2105(b) of such Act (42 U.S.C.
9

1397ee(b)));

10 (2) a State may elect to apply any income, asset,
11 or resource limitation permitted under the State med-
12 reard plan or under title XIX of such Act;

13 (3) the provisions of section 1916(qg) of the Social
14 Security Act (42 U.S.C. 13960) shall apply to the
15 provision of such assistance in the same manner as
16 the provisions of such section apply with respect to
17 mdwiduals provided medical assistance only under

18 subclause (XV) or (XVI) of section 1902(a)(10)(A)(11)
19 of such Act (42 U.S.C. 1396a(a)(10)(A)(11));

20 (4) a State may elect to provide such assistance
21 m accordance with section 1902(a)(34) of the Social
22 Security Act (42 U.S.C. 1396a(a)(34)) and any as-
23 sistance provided with respect to a month described in
24 that section shall not be included in the determina-

25 tron of the 12-month period under subsection (b)(2);
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(5) a State may elect to make eligible for such
medical assistance a dependent spouse or children of
an indwvidual eligible for medical assistance under
subsection (a), if such spouse or children are unin-
sured;

(6) indiwviduals eligible for medical assistance
under this section shall be deemed to be described in
the list of individuals described in the matter pre-
ceding paragraph (1) of section 1905(a) of such Act
(42 U.S.C. 1396d(a));

(7) a State may elect to provide such medical as-
sistance without regard to any limitation under sec-
trons 401(a), 402(D), 403, and 421 of the Personal Re-
sponsibility and Work Opportunity Reconciliation
Act of 1996 (8 U.S.C. 1611(a), 1612(b), 1613, and
1631) and no debt shall accrue under an affidavit of
support against any sponsor of an indwidual who s
an alien who 1s provided such assistance, and the cost
of such assistance shall not be considered as an unre-
imbursed cost; and

(8) the Secretary of Health and Hwman Services
shall not count, for purposes of section 1108(f) of the
Social Security Act (42 U.S.C. 1308(f)), such amount
of payments under this section as bears a reasonable

relationship to the average national proportion of
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payments made under this section for the 50 States
and the District of Columbia to the payments other-
wise made under title XIX for such States and Dis-
trict.

(d) SUNSET.—No medical assistance may be provided

under this section after December 31, 2002.

SEC. 603. STATE OPTION TO PROVIDE TEMPORARY COV-

ERAGE UNDER MEDICAID FOR THE UNSUB-
SIDIZED PORTION OF COBRA CONTINUATION
PREMIUMS.

(a) STATE OPTION.—

(1) IN GENERAL.—Notwithstanding any other
provision of law, a State may elect to provide under
its medicaid program under title XIX of the Social
Security Act medical assistance in the form of pay-
ment for the portion of the premium for COBRA con-
tinuation coverage for which an individual does not
recewve a subsidy under the premium assistance pro-
gram established under section 601 in the case of an
mdwidual—

(A) who at any time during the period that
begins on September 11, 2001, and ends on De-
cember 31, 2002, 1s separated from employment;

(B) who 1s eligible for, and has elected cov-

erage under, COBRA continuation coverage;
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(C) who s recewving premium assistance
under the program established under section 601;
and
(D) whose family income does not exceed

200 percent of the poverty line.

(2) INCLUSION OF CERTAIN INDIVIDUALS.—For
purposes of paragraph (1), the spouse, child, or other
mdwidual who was an insured under health insur-
ance coverage of an indiwidual who was killed as a
result of the terrovist-related avreraft crashes on Sep-
tember 11, 2001, or as a result of any other terrorist-
related event occurring during the period described in
that paragraph, and who satisfies the requirements of
subparagraphs (B), (C), and (D) of paragraph (1)
shall be eligible for medical assistance under this sec-
tion.

(b) LimrrATiON OF PERIOD OF COVERAGE.—Medical

18 assistance provided wn accordance with this section shall

19 end with respect to an individual on the earlier of—

20
21
22
23
24

(1) the date the individual is no longer covered
under COBRA continuation coverage; or

(2) 12 months after the date the individual first
recewves such assistance under this section.

(¢) SPECIAL RULES.—In the case of medical assistance

25 provided under this section—
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(1) such assistance may be provided without re-
gard to—

(A) whether the State otherwise has elected
to make medical assistance available for COBRA
premiums under section 1902(a)(10)(F) of the
Social Security Act (42 U.S.C. 1396a(a)(10)(F));
or

(B) the conditions otherwise vmposed for the
provision of medical assistance for such COBRA
premiums under clause (XII) of the matter fol-
lowing section 1902(a)(10)(Q) of the Social Se-
curity Act (42 U.S.C. 1396a(a)(10)(G)), or para-
graphs (1)(B), (1)(C), (1)(D), and (4) of section
1902(u) of such Act (42 U.S.C. 1396a(u)); and
(2) paragraphs (1), (2), (4), (5), (7), and (8) of

subsection (¢) of section 602 apply to such assistance

m the same manner as such paragraphs apply to the

provision of medical assistance under that section.

(d) SUNSET.—No medical assistance may be provided
under this section after December 31, 2002.
SEC. 604. TEMPORARY INCREASES OF MEDICAID FMAP FOR

FISCAL YEAR 2002.

(a) PERMITTING MAINTENANCE OF F1SCAL YEAR 2001
FMAP.—Notwithstanding any other provision of law, but
subject to subsection (d), if the FMAP determined without
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regard to this section for a State for fiscal year 2002 is
less than the FMAP as so determined for fiscal year 2001,
the FMAP for the State for fiscal year 2001 shall be sub-
stituted for the State’s FMAP for fiscal year 2002, before
the application of this section.

(b) GENERAL 1.50 PERCENTAGE POINTS INCREASE.—
Notwithstanding any other provision of law, but subject to
subsections (d) and (e), for each State for each calendar
quarter i fiscal year 2002, the FMAP (taking into account
the application of subsection (a)) shall be increased by 1.50
percentage points.

(¢) FURTHER INCREASE FOR STATES WITH HIGH UN-
EMPLOYMENT RATES.—

(1) IN GENERAL.—Notwithstanding any other
provision of law, but subject to subsections (d) and

(e), the FMAP for a high unemployment State for a

calendar quarter in fiscal year 2002 (and any subse-

quent calendar quarter in such fiscal year regardless
of whether the State continues to be a high unemploy-
ment State for a calendar quarter in such fiscal year)
shall be increased (after the application of subsections

(a) and (b)) by 1.50 percentage points.

(2) HIGH UNEMPLOYMENT STATE.—For purposes
of this subsection, a State is a high unemployment

State for a calendar quarter if, for any 3 consecutive
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months beginning on or after June 2001 and ending

with the second month before the beginning of the cal-

endar quarter, the State has an unemployment rate
that exceeds the national average unemployment rate.

Such unemployment rates for such months shall be

determined based on publications of the Bureau of

Labor Statistics of the Department of Labor.

(d) 1-YEAR INCREASE IN CaAr ON MEDICAID PAy-
MENTS TO TERRITORIES.—Notwithstanding any other pro-
vision of law, with respect to fiscal year 2002, the amounts
otherwise determined for Puerto Rico, the Virgin Islands,
Guam, the Northern Mariana Islands, and American
Samoa under subsections (f) and (g) of section 1108 of the
Social Security Act (42 U.S.C. 1308) shall each be in-
creased an amount equal to 3.093 percentage points of such
amounts.

(¢) ScoPE OF APPLICATION.—The increases in the
FMAP for a State under this section shall apply only for
purposes of title XIX of the Social Security Act and shall
not apply with respect to—

(1) disproportionate share hospital payments de-
seribed in section 1923 of such Act (42 U.S.C. 1396r—

4); and

(2) payments under titles IV and XXI of such

Act (42 U.S.C. 601 et seq. and 1397aa et seq.).
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(f) StarE ELIGIBILITY.—A State is eligible for an in-

crease i its FMAP under subsection (b) or (c) only if the

eligibility under its State plan under title XIX of the Social

Security Act (including any waiver under such title or

1
2
3
4
S under section 1115 of such Act (42 U.S.C. 1315)) is no more
6 restrictive than the eligibility under such plan (or waiver)
7 as in effect on October 1, 2001.

8 SEC. 605. DEFINITIONS.

9

In this title:

10 (1) ADMINISTRATOR.—The term “administrator”
11 has the meaning given that term in section 3(16)(A)
12 of the Employee Retirement Income Security Act of

13 1974 (29 U.S.C. 1002(16)(A)).

14 (2) COBRA CONTINUATION COVERAGE.—

15 (A) IN GENERAL—The term “COBRA con-
16 tinuation coverage” means coverage under a
17 group health plan provided by an employer pur-
18 suant to title XXII of the Public Health Service
19 Act, section 4980B of the Internal Revenue Code
20 of 1986, part 6 of subtitle B of title I of the Em-
21 ployee Retirement Income Security Act of 1974,
22 or section 8905a of title 5, United States Code.
23 (B) APPLICATION TO EMPLOYERS IN STATES
24 REQUIRING SUCH COVERAGE.—Such term in-

25 cludes such coverage provided by an employer in
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a State that has enacted a law that requires the

employer to provide such coverage even though

the employer would not otherwise be required to
provide such coverage under the provisions of

law referred to in subparagraph (A).

(3) COVERED EMPLOYEE.—The term “covered
employee” has the meaning given that term in section
607(2) of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1167(2)).

(4) FEDERAL PUBLIC BENEFIT.—The term “‘Fed-
eral public benefit” has the meaning given that term
m section 401(c) of the Personal Responsibility and
Work  Opportunity Reconciliation Act of 1996 (8
URS.C. 1611(¢c)).

(5) FMAP.—The term “FMAP” means the Fed-
eral medical assistance percentage, as defined in sec-
tion 1905(b) of the Social Security Act (42 U.S.C.
1396d(b)).

(6) GrROUP HEALTH PLAN.—The term “group
health plan™ has the meaning given that term in sec-
tion 2791(a) of the Public Health Service Act (42
U.S.C. 30099-91(a)) and in section 607(1) of the Em-
ployee Retirement Income Security Act of 1974 (29
URS.C. 1167(1)).
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(7) HEALTH INSURANCE COVERAGE.—The term
“health insurance coverage” has the meaning given
that term in section 2791(b)(1) of the Public Health
Service Act (42 U.S.C. 30099-91(b)(1)).

(8) MULTIEMPLOYER PLAN.—The term “multi-
employer plan” has the meaning given that term in
section 3(37) of the Employee Retirement Income Se-
curtty Act of 1974 (29 U.S.C. 1002(37)).

(9) POVERTY LINE.—The term “poverty line”
has the meaning given that term in section 2110(c)(5)
of the Social Security Act (42 U.S.C. 1397)j(c)(5)).

(10)  QUALIFIED  BENEFICIARY.—The  term
“qualified beneficiary” has the meaning given that
term an section 607(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1167(3)).

(11) StATE.—The term “State” has the meaning
gwen such term for purposes of title XIX of the Social
Security Act (42 U.S.C. 1396 et seq.).

(12) STATE OR LOCAL PUBLIC BENEFIT.—The
term “State or local public benefit” has the meaning
gwen that term in section 411(c) of the Personal Re-
sponsibility and Work Opportunity Reconciliation
Act of 1996 (8 U.S.C. 1621(c)).

(13) UNINSURED.—
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(A) IN GENERAL—The term “uninsured”
means, with respect to an individual, that the
mdwidual 1s not covered under—
(1) a group health plan;
(11) health insurance coverage; or
(11r) a program under title XVIII,
XIX, or XXI of the Social Security Act
(other than under such title XIX pursuant

to section 602).

(B) EXCLUSION—Such coverage under
clause (1) or (i1) shall not include coverage con-
sisting solely of coverage of excepted benefils (as
defined in section 2791(c) of the Public Health

Service Act (42 U.S.C. 300gg—91(c)).
TITLE VII—-TEMPORARY EN-
HANCED UNEMPLOYMENT
BENEFITS

SEC. 701. SHORT TITLE.

This title may be cited as the “Temporary Unemploy-
ment Compensation Act of 2001
SEC. 702. FEDERAL-STATE AGREEMENTS.

(a) IN GENERAL.—Any State which desires to do so
may enter into and participate in an agreement under this
title with the Secretary of Labor (in this title referred to

as the “Secretary”). Any State which is a party to an
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1 agreement under this title may, upon providing 30 days’
2 written notice to the Secretary, terminate such agreement.
3 (b) PROVISIONS OF AGREEMENT.—

(1) IN GENERAL—Any agreement under sub-

section (a) shall provide that the State agency of the

(A) payments of regular compensation to

4
5
6 State will make—
"
8 mdwiduals i amounts and to the extent that
9

such payments would be determined if the State

10 law were applied with the wmodifications de-
11 seribed in paragraph (2); and

12 (B) payments of temporary supplemental
13 unemployment — compensation to individuals
14 who—

15 (1) have exhausted all rights to regular
16 compensation under the State law;

17 (11) do mnot, with respect to a week,
18 have any rights to compensation (excluding
19 extended compensation) under the State law
20 of any other State (whether one that has en-
21 tered into an agreement under this title or
22 otherwise) mnor compensation under any
23 other Federal law (other than wunder the
24 Federal-State  Extended — Unemployment

25 Compensation Act of 1970 (26 U.S.C. 3304
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note)), and are not pard or entitled to be

paid any additional compensation under

any Federal or State law; and

(111) are mot receiving compensation
with respect to such week under the unem-
ployment compensation law of Canada.

(2) MODIFICATIONS DESCRIBED.—The modifica-
tions described in this paragraph are as follows:

(A) ALTERNATIVE BASE PERIOD.—An indi-
vidual shall be eligible for regular compensation
if the individual would be so eligible, determined
by applying—

(1) the base period that would other-
wise apply under the State law if this title
had not been enacted; or

(11) a base period ending at the close of
the calendar quarter most recently com-
pleted before the date of the individual’s ap-
plication for benefits, provided that wage
data for that quarter has been reported to
the State;

whichever results in the greater amount.

(B) PART-TIME EMPLOYMENT.—An indi-

vidual shall not be denied regular compensation

under the State law’s provisions relating to
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avarlability for work, actwe search for work, or
refusal to accept work, solely by virtue of the fact
that such indiwvidual 1s seeking, or is available
Sfor, only part-time (and not full-time) work, 1f—

(1) the individual’s employment on
whach eligibility for the regular compensa-
tion 1s based was part-tvme employment; or

(i1) the individual can show good cause
Jor seeking, or being available for, only
part-time (and not full-time) work.

(C) INCREASED BENEFITS.—

(1) IN GENERAL—The amount of reg-
ular compensation (including dependents’
allowances) payable for any week shall be
equal to the amount determined under the
State law (before the application of this
subparagraph), plus an amount equal to the
greater of—

(I) 15 percent of the amount so
determaned; or
(I1) $25.

(11) ROUNDING.—For purposes of de-
termining the amount under clause (v)(1),
such amount shall be rounded to the dollar

amount specified under State law.
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(¢) NONREDUCTION RULE.—Under the agreement, sub-

section (b)(2)(C) shall not apply (or shall cease to apply)
with respect to a State upon a determination by the Sec-
retary that the method governing the computation of reg-
ular compensation under the State law of that State has

been modified in a way such that—

(1) the average weekly amount of reqular com-
pensation which will be payable during the period of
the agreement (determined disregarding the modifica-
tions described wn subsection (b)(2)) will be less than

(2) the average weekly amount of reqular com-
pensation which would otherwise have been payable
during such period under the State law, as in effect
on September 11, 2001.

(d) COORDINATION RULES.—

(1) REGULAR COMPENSATION PAYABLE UNDER A
FEDERAL LAW.—The modifications described in sub-
section (D)(2) shall also apply n determining the
amount of benefits payable under any Federal law to
the extent that those benefits are determined by ref-
erence to regular compensation payable under the
State law of the State involved.

(2) TSUC 71O SERVE AS SECOND-TIER BENE-
FITS.—Notwithstanding any other provision of law,

extended benefits shall not be payable to any indi-
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vidual for any week for which temporary supple-
mental unemployment compensation 1is payable to
such individual.

(¢) EXHAUSTION OF BENEFITS.—For purposes of sub-

section (b)(1)(B)(1), an individual shall be considered to
have exhausted such individual’s rights to regular com-

pensation under a State law when—

(1) no payments of reqular compensation can be
made under such law because such individual has re-
cewed all reqular compensation available to such in-
dwvidual based on employment or wages during such
mdividual’s base period; or

(2) such indwvidual’s rghts to such compensation
have been terminated by reason of the expiration of
the benefit year with respect to which such rights ex-
1sted.

(f) WEEKLY BENEFIT AMOUNT, TERMS AND CONDI-

18 71i0NS, E1c. RELATING TO TSUC.—For purposes of any

19 agreement under this title—

20
21
22
23
24

(1) the amount of temporary supplemental un-
employment compensation which shall be payable to
an ndiwvdual for any week of total unemployment
shall be equal to the amount of regular compensation

(including dependents’ allowances) payable to such
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mdiwvidual under the State law for a week for total
unemployment during such individual’s benefit year;

(2) the terms and conditions of the State law
which apply to clavms for reqular compensation and
to the payment thereof shall apply to clavms for tem-
porary supplemental unemployment compensation
and the payment thereof, except where inconsistent
with the provisions of this title or with the regula-
tions or operating instructions of the Secretary pro-
mulgated to carry out thas title; and

(3) the maximum amount of temporary supple-
mental unemployment compensation payable to any
mdiwvidual for whom a temporary supplemental un-
employment compensation account s established
under section 703 shall not exceed the amount estab-

lished i such account for such individual.

SEC. 703. TEMPORARY SUPPLEMENTAL UNEMPLOYMENT

COMPENSATION ACCOUNT.

(a) IN GENERAL—Any agreement under this title

shall provide that the S